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INTRODUCTORY MANUAL

NEED
~ The urgency and scope of the problems in public purchasing practices
is captured in the personal statement of F. Trowbridge vom Baur, Chairman

of the American Bar Association Coordinating Committee on a Model Procure-
ment Code:

In many situations the demands of modern procurement

had simply outrun state and local procurement systems.

Among other things, the New Federalism, with its

massive grants to the state for procurement, has in-_

jected novel factors into state and local procurement,

procedures which require adaptation and improved
organization and structure. O0verall, there are presently

problems and deficiencies in state and local prqcurement

which are resulting in enormous waste of the taxpayer's

money. In some of the states, these problems and
deficiencies have led to corruption and troub]e

The American Bar Association responded to this need with a project
to develop a Model Procurement €ode for state and local governments. A
coordinating committee on the code was established with representatives
from the Association's Section of Public Contract Law and the Section of
Local Government Law and given responsibility for direction of the project:

Deve]opment of . the code was under way in ”arch of 1975 when the Law

fund grant in the amourit of $320,000. On Juné”285”19263 LEAA approved a
Supp]ementa],Deve]opment,Grant in the amount of $126,000. The LEAA Qrént
was_made on the theory that a comprehénsive and modérn procurement code
would simultaneously reduce the opportunity for white collar crime and
help eliminate the waste of taxpayers' money through inefficient procure-
ment _methods. Thomas J. Madden, LEAA General Counsel, told the American
Bar Association:

. . . a modern and effective procurment system with a

strong and effect1ve mechan1sm for dea11ng with eth1cs

a part oF,any open and progressive state and local
government.
At the very outset of the proaect the coord1nat1ng commi ttee

received the cooperation of Governor Julian Carroll and the Commonwealth
of Kentucky contributed $50,000 and became the first pilot state. As

11.1.1
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part of the ABA activities, a Model Pracurement Code Colloquia Program
was conducted in four Kentucky cities during October 1975. This program

provided local officials an orientation to the ﬁfdbiem§”9f;m9ggrn79rggure;
ment, a study of tha preliminary code drafts; and an opportunity to compare
the proposals to the present system. Following the 1976 sessions.of the
General Asseinbly; Governor Carroll issued an Executive Order directing the

Executive Department for Finance and Administration to conduct a compre-
hensive study of the Model Procurement Code and to report its findings not
later than July 1, 1977.

... The success of the Kentucky Colloquia prompted Pennsylvania to stage
similar sessions in three major cities. The ABA has been holding briefing
sessions with Tocal officials and state legislators in Maryland and New
Mexico. Tennessee has indicated a desire to become a Pilot State and has.
scheduled a Colloquia on the Code. The State of California has established
a Task Force to make recommendations for revisions and additional coverage
of the Code and is planning two Seminars on State and municipal procurement
in March 1977.

A major cbjective of the proposed Model Procurement Code is to

identify and synthesize the best elements of existing state and municipal -

procurement systems. The comments of active participants in the State and
‘ocal procurement process are being solicited. The American Bar Association
believes that the more the Code is subjected to this critical analysis,

the more likely it will be that the completed code will resolve the actual
problems of state and Tocal procurement in a realistic manner. Thus, the

sequence of drafting, comments; and re-drafting is considered an on=going
process:

Kentucky Involvement

The Department for Local Government Training Unit became involved in
the procurement improvement process when asked to assist with the Kentucky

Colloquia. Comments received at that time clearly indicated a state-wide

need for training in procurement codes and practices. Seeking ways to
finance meeting of_ the state training need, Unit staff uncovered avail-
ability of National_Training and Bevelopment Service Urban Management
°roject funds and along with them the opportunity to put Commonwealth
efforts to Hational use.

) A skeleton team was establiched made up_ of departmental employees
having skills in purchasing, law; and curriculum development: The goal
of this staff was to draft a proposal and; if funded; complete a training
package according to the project design.

~__In May, 1976, the department received official funding notification,
and the Kentucky Procurement Codes and Practices Training Development
Project was begun.

Package Development

_____The project pioposal called for the package to be developed in stages,

calling on a variety of resources. Project staff §plicited information from
11:1.2
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local, state; and national governmental units; and then aséa”thagfjhfbff
mation to draft package materials. Those materials were then circulated

for review and comment to a_group of people similar to those furnishing

the original information.  Their review provided project staff with infor-
mation of accuracy and usab111ty of their material.

~ Once manuals were completed they were tested nationally to determine
whether they would _indeed help local government managers do their Jjobs

better. Findings from those tests were used for final package revisions:

Gereral Overview

- The product that hes emerged from all the above listed efforts is
a training package that should provide you; the local government manager,
with the information and directions you need to establish and maintain a
public purchasing system. To better fit your needs, the package is de-
signed so that it may be uSed:

a. s a totality, to increase your working knowledde of public

b. In part, to guide your thouqhts as you evaluate your purchas-
ing responsibilities within the total system

c. By chapter, to give you spec1f1c directions on perform1ng pur-
chasing related tasks

The decision on when and how you use the package is yours; However,

before you decide, you need to be familiar with its format.

First, the package materials is divided into three manuals. Manual I,
"The Purchasing Function,” is designed for purchasing agents or other
persons who actually buy goods for public agencies. 'anual II, "The Advisory

Function,” is written for the attorney who counsels a purchu51ng agent, mayor,

or city manager on legal aspects of public purchasing. Manual III, "The
Approva] Function," is to be used by the mayor, city manager, or other city

administrator who approves public purchases:
 Manuals I, II, and 11l are each further divided into Processes [-VI,
in the following order:

Process I Centralized Purchasinag Procedures

Process II  Bid and /ward Process

Process III Public Purchasing Approval =

Process IV  Inspection and Testing Procedures

Process V_ Surplus Items Disposition

Process VI Warehousing

Fach manual and process. beq1ns with a set of evaluation questions
re]ated to the know]edge conta1ned therein. Comp]et1on of each set of

and therefore know those po1nts on which you need to concentrate.

II.1:3
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Questions are also asked throughout the manual. These are for the

purpose of aiding in concentration, emphasizing importani information and
helping you to apply.that information-to your local government. Please
read and answer all questions carefully as some of them will be repeated

in a final set of questions at the completion of the manual.

A second set of questions is also provided at the end of each manual
and process. Your responses to these should show you how effectively you

are learning:

Suggested Sequence For Using Manuals
_ You should now be able to make the decision of whether and how to
use the manuals as a total package or in parts. Ideally, you would use_

them at the same time that the other members of your city purchasing team

take part: In this way you could informally discuss and decide upon methods
of establishing and maintaining a good purchasing system. If, however; you

are using it alone you may still benefit from the system and &1so still
utilize the same local resources, other purchasing staff, attorneys, and
city administrators. '

The long-range goal of this package is to help you do the best possi-
ble job in public purchasing. Completion of package materials will start
you toward this goal but will not guarantee your arrival. Your main concern
after that point shoud be how you can personally incorporate the information
learned into your everyday work experience.

As you go through the manuals, you will need to periodically reference
your staté statutes and local ordinances: Please make sure you have ready

access to these references before you begin on any particular manual.
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PURCRASING MANUAL
PRETEST

L The following questians d1rect1y relate to the 1nformat1on conta1ned
in the Purchasing -Manual which you will be studying Please answer each

You are not expected to know many of the answers at th1s tiﬁé It

After eomp]eting these questions, turn to page- II 2 84 in the
Appendix and check your answers. Items missed should point out areas

on which you need to concentrate.
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PUREHASING EVALUATION QUESTIONS

qualified Siddé?" is a bidder who:

1 A
a. RepreSEnts a nat1ona11y advertised product
b:  Is.determined by the purchaser to mee+ minimum set standards
. and is placed on the bidders list - - -
c. Has met the requirements of fedara] bidders standards
d: Has a minimum of five years experience with the product on

which he is bidding

2. There are two different views concern1ng QOVernment purchas1ng

bidders 1ist. One view is that bidders should be prequalified for the

list: The other is:

The purchaser decides on his own who he does and does not

. want on the list o S S
b.  Any interested supplier who submits an application is automat-
ically included on_the list

c: No real list is maintained === = ) S

d: A bidder is only put on the list after he makes a bid for a
product

[T

3. Name the steps that should be included in the prequa11r1cat1on of
bidders: (Ghoose 3)

a Establish a standard application form
b: Discourage unqualified bidders from applying
c: Set forth evaluation policies in writing

d. Insure that the evaluation policies are kept confidential
e

Notify the supplier in writing if he has been accepted for the
1ist

4. The process of removing bidders from the 1ist should include wh1ch
of the following steps? (Choose 3)

a. Establishing a vendor file
b. Documenting a bidder's performance failure

c. Informing the bidder in writing that he w111 be removed from

} the list
d. Informing all other bidders of the bidder who was removed

17
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5.  The uswa) procedure for reinstating a bidder to the Tist should

inziude which one of the following?

. The bidder submits evidence that he has cured the problem

) causing his removal. =~ , L ,

b. The bidder and the purchaser have a formal talk and come to

B a compromise . o
c. The bidder cannot be reinstated to the same 1ist from which he
- was removed; he must be placed on a new 1ist = o

d. Under no circumstances can a bidder be reinstated to any list

once he has been removed

A major function of maintaining the bidders 1ist is to:

phw
x>

Keep it organized into commodity codes
Delete bidders = =
Continually. seek new sources of supply

A1l of the above

0o

7. 1in some local governments; the bidders 1ist inciudes only the name,

address, and commodity category of each vendor. In other places, where
prequalification is used, detailed questionnaires are kept on file which

include which of the following pieces of information? (Choose 3)

a. Length of time successfully in business

b. Facilities for production

c. Major competitors

d. Commodity category
8. "Purchase specifications" are:

a. The technical and descriptive requirements of a product and
its intended use or application :
The communication media between a buyer and seller
The basis on which bids are prepared
A11 of the above
None of the above

oaoo

9. Check which of the following steps should be included in preparing
each set of specifications? (Choose 3)

a Write each section separately

b Consult prospective bidders L ) oo

c. Keep available drawings, refererce materials, and worksheets
d. Review twice all items involved

7
u

The most important factor in any given set of specifications is to

a. The purchase deadline for the item
b.  The essential characteristics of the item
c. The intended use of the item

d The intended price of the item

| By
(© o}
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Answer Questions 11-14 by choosing from the list below:

13.

Design specifications .
Qualified products. list
Comparisons of samples
Performance specifications
Brand name specifications

o Q.0 Ol

The three basic kinds of specifications are:

a bcde

The kind of specifications most preferred in public purchasing is:
a b cd e

The kind of §Sééi?iééfi6hs to use for public contracting, publications

and consultative works is:

14.

16.

17.

a b c de
The specification to use when time and resources are Timited is:

a b c d e

A type of specification should be chosen:

a. For its ability to communicate the desired quality level of
~ the needed product - :

b. If it is the easiest alternative

c. For its efficiency

d. None of the above

Good sources for preparing specifications are:

Your state and local statute books

State, federal, and professional publications
~ Persons in your city knowledgeable on the particular topic to
- which your specifications are related

d. A1l of the above

O 1o

"Standard specifications" are used when:

a. They are required by federal law =~ -
b: Items are to be used for similar purposes by one or several
. different using agencies A

c: Items are purchased on a one-time basis

d. None of the above

19
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18. The factors to be considered in writing and maintaining standard
specifications are: (Choose 3)

a. Gathering purchase records in a central location

b. Recording the frequency and volumes of each type

c. Keeping a 1imit on the number of specifications that are

] standardized

d. Having the specifications reviewed by us1ng agenc1es and
industry representatives

19 The most 1mportant protector of a healthy and equ1table pub11c

purchasing system is:

Establishing standard specifications
Prequalification of bidders

Open competitive bidding
Bid tabulation
None of the above

0o o0oT:

20. The Invitation for Bid (IFB) should contain:

a. Term§7§ng conditions to be used by suppliers in prepar1ng their
_ proposals__

b. Specifications

c. A cover sheet; including project identification

d. A1l of the above

21. When bids are solicited by dividing the bidders 1ist into geographic
regions, it is called:

Rotational bidding
Regional bidding.
Competitive negotiation

None of the above

QO T

22. Written procedures of rece1v1ng bids should include: (CﬁBBéé 35

Rédﬁir1ﬁ§ all bids be dated and properly 1déﬁt1?j§§ 777777

anoo
o
3
W
do
u:
'3
7
Lot
-t
=1
Q:
o
w'
.
0
-3
=t
'@
o
Xy
‘o
-3
cE
LS
@
El
o
-7
—
—
| b
3
‘o
‘o
3l
-l
3.
=l
T
w—do
a -
.o
1]
.
3
o
o
o
—
o
o
o
Q.

Requ1r1ng all b1ds be reee1ved by a preset dead11ne

23. The pub11e bid open1ng should 1nclude

a. Allow1ng all bidders plus the general pub11c to know the nature
. and extent of bids received

b. Altering bids that do not conform. to the purchaser s needs

¢. Announcing who is awarded the contract

d: All of the above

20

I1.2.viii




PM

24. 1In the sealed bid and award process, the purpose of evaluating bids
is to:
a. Prequa11fy suppliers
b. Determine the lowest responsible bidder
c. Bond them
d. Determine which bidders should be deleted from the b1dders 11st
e. None of the above
25. Bid bonding should be used:
a. On all bids
b. When openness is desired
c. When the reputation of the b1gger is known to be bad
d. When the reputation of the bidder is unknown
26. The person given the authority to make the contract awards must:
a. Be certified by the state board of purchas1ng
b. Have a knowledge of all state and local statutes which relate
to the process
c. Not know any of the bidders
d. None of the above
27. Given preferences to local Siddérs in evaluating bids is:
a. Argued a§7uggqg§§1;ut1ona1 because it can be a barrier to
_ interstate commerce
b. Promoted by local businesses and special interest groups
c. Costly
d. A1l of the above
28 Any b1d submitted that does not conform to the specifications set

out in the Invitation for Bid (IFB) should be:

29.

Reprecessed
b Rejected
c. Questioned.

d. Used as standard

oW

Emergeney purchases should only be allowed:
a. In duplicate purchasing
b.  Through perm1ss1on of the central purchasing 0ff1cer or some-

c. Through permission of the seller
d. None of the above

Single source purchases are made:

When a certain seller is preferred by the purchas1ng agent

a.

b. When only one department needs the item

c. When there is only one acceptable vendor able to furnish the
. needed item

d. A1l of the above A

1

’

g

II.2:1ix




PCPLG

31.

32,

Competitive negotation can be used when:

. Time is crucial factor
High technology items are involved
The purchase. is for professional services

a
b
c
d A11 of the above

Which of the following steps should be used in competitive negoti-

ation? (Choose 3)

33.

34.

35

36.

37.

Preparing a 1ist of qualified bidders

Calling each qualified bidder on the phone .

Giving public notice of the intended purchase
Soliciting bids through a Request for Proposal (RFP)
Asking for sealed bids

maoow

"Cooperative buying" is:

a. Purchasing made from several bidders at one time
b. Several units of government getting together to purchase an

] item , . S
C. A_unit of government making a cooperative agreement with a
seller

d. A1l of the above

In most local governments, who has final approval on all purchases?

a. The local elected or chief administrative official
b.  The purchasing officer
c. The specification writer

d: None of the above
"Malfeasance" includes:

a. Conflicts of interest
b. Bribery

c. Kickbacks B

d. A1l of the above

A conflict of interest occurs in a contract when:

a. The purchasing official and chief administrative official

, disagree on_a certain point .= == o

b.  The purchasing official and supplier disagree on a certain
point o S . . )

c. The personal interest of the government employee is involved

d. A1l of the above

Ignoring statutory requirements includes:

Making emergency purchases in non-emergency situations
Making many individual petty-cash purchases in place of one
large competitive purchase : : S
Making a purchase without going through the proper channels
A11 of the above

o

ain
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38. What type of items should be bought under term-contracting?

Items required year-around and used among all agencies
Items subject to disapproval
Items required on a seasonal basis

A1l items that are not bought under letter contract1ng

Qo o,

39. The things that should be included in a letter of complaint against
a supplier are: (Choose 3)

a. Reason for complaint

b: Name of the person who made the comp1a1rt E

c. Nufiber of days allowed the supplier to comply with the requ1re-
: ments

d. Consequéences of the supplier's nonconformance

40. The most effective method of inspecting items iS to use:

A central 1nspect1on staff B
A computerized testing program
A mechanical tester

Regional testing

a0 o e

41. Surplus items are:

In excess of p[gsent and near-future needs
Sti11 useful and should not be labeled "scrap"
Both “a" and "b"

Neither "a" nor "b"

a o oo

42. An item béééﬁéé surplus for one of three reasons: (Choose 3)

Its use. has decreased ]
It is [§p1aced by a newer item

A program is changed or discontinued o
It falls under the standard definition of "scrap"

a0 oo

43. Surplus items can be 1dent1f1ed best through:

The inventory process
Board meetings

The purchasing agent
The supplier

p-d Qa0 o

44, surplus item may be disposed of by:
Transfer
Trade-in
Sale
A1l of the above

QAo owm:
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5.

iﬁ ybﬁ want to trédelin an obSoieté item for a new one you shouid

indicate SUCh in:

46.
is:

47.

48.

oo o w

a Ihe newspaper ,

b The Invitation for Bid
c. A trade-in notice .

d The relating statute

In sale of surplus items, one condition that should always be made

The government provides ro_guarantées or warranties

If defécts are discovered later; the salé will be made 1nva11d
The buyer must be known by a member of the purchasing staff
Sealed bids should always be used

In taking inventory:

a. Always try to make a good estimate; it takes too much time to

b. Always count; do rot make _guésses
c. Count only b1g jtems, estimate on smaller ones

d. None of the above

‘The main function of warehousing is to receive, store, and disburse

repetitive use items:

49.

a A1l at one time _

b. From a central location
c Yearly

d According to statute

Storing items in one central warehouse:

a. H91PS,K§§E inventories in balance
b: Lets items be available when needed
o Eliminates many small stockrooms

d: A11 of the above

Transactions that occur in a warehouse should be recorded:

a Within five days -
b At the end of each day
c: As soon as each occurs
d

Estab11sh1ng a centralized purchas1ng author1ty is:

a: P]ac1ng control of a]] purchaSJng activities with one admin-
} istrative unit within_ the local jurisdiction S
b. Placing control of all purchasing activities with the state
c. Plac1ng all surplus in a physical locat1on central to all

) using agencies -

d. None of the above
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52. To encourage agencies to control purchasing under a centralized
system, data should be kept on:

The budget - o ,
Items each using agency expects to purchase
Management information

A1l of the above

aon oo
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_ INTRODUCTION TO
THE PURCHASING MANUAL

~ While a given government differs significantly in size, structure,
and governing crdinances from other units_of government,; it 1like all
others; needs good controls as well as effective and efficient program
management. = 0Observing sound purchasing phinciples £s a must for any
govermnent despite it's size. So, although techniqued for implementing
a purchasing program can be expected to differ because of program size

to all levels of government.

- The Council of State Government's study on state and local govern-
ment purchasing states that "a government is well-served by public pur-
chasing when there is centralization, openness; impartiality, and profes-
sionalism." The validity of each principle and process in this training
program has been measured against these criteria. Please keep this upper-~
most in mind as you proceed through the purchasing manual.

~ Some of you may think that such a standard is fine in theory, but

would be financially and/or politically impractical for your unit of i
government. And you might think that because of the size or Structure of

your organization, you should be exempt from part or all of the standard.

If the standard is broken down into individual principles, it can be

seen that your using the standard as a guide for choosing purchasing methods

should actually help your government save money and gain public support.

Centnalizing purchasing is financially sound because it helps avoid dupli-

cation and allows buying in quantity at lower prices. Impartiality also
helps save, as it justifies "shopping around" for the best and cheapest
supplies. Openness and.professionalism brings public acceptance and

support by letting the public see the government performing its duties
for the public's interest. The key thing o nemember s that centrali-
zation, openess, impartiality, and professionalism 4in public purchasing
5 a_standord towand which we can work and that any technique we ane
thihkihg of ubing ought to be Rooked at #o see how it relates Zo this
szandard.

Also; a local unit of government may not be prepared or may not have
the resources to jump right into. procurement professionalism. Such a
system may and should be approached in phases; step-by-step changes are
more likely to be more palatable than an abrupt turn-about.

purchasing agent; select and use procedures appropriate to.the needs of
your position. It is up to each individual as to how he will use the
information. ‘
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CHAPTER I: CENTRALIZED PURCHASING PROCEDURES

 Central purchasing is basic to this package's purchasing principle.

It is not only important as a service-oriented concept; but also as a
management-oriented system. A purchasing program includes much more than
ordering and buying goods and services. It includes planning and sched-
uling; bid solicitation, evaluation and award, writing of specifications,
inspection and testing, and many other functions. Such a number and va-

riety of functions would be handled best through centralization of -the
purchasing system.

" To satisfy the centralization requirement, the authority, responsi-

bility, and control of your purchasing activities needs to be placed with
one_administrative unit. In a larger unit of government; such an authority
would consist of an entire purchasing staff, divided up and assigned. to

individual purchasing functions. 1In a smaller governmental unit; the
central purchasing authority would be one individual handling the job on

a full or part-time basis. Regardless of the size of a central purchasing _
authority; the point is to provide one authority with the right and duty -

to draft and enforce policies relating to purchasing.:

~ The process of establishing and maintaining a central purchasing
authority can be broken down into three basic functions:
1; DETERMINE OBJECTIVES, DUTIES, AND RESPONSIBILITIES
2. ESTABLISH GUIDELINES FOR UNITY WITHIN EACH DEPART-
MENT OF YOUR ORGANIZATION
3.  INSTITUTE GUIDELINES FOR ENCOURAGING AGENCIES TO
CONTROL PURCHASING

1. DETERMINE OBJECTIVES. DUTIES., AND RESPONSIBILITIES

 Since purchasing related activities overlap with various other
functions of the different using agencies; an effective purchasing progham
must be buift on a clear statement of authority and nesponsibility. Once
your governmental unit has established such a_statement, all processes
that follow should run smoothly and efficiently.

TASK A: Determine objectives

~ To establish functions and delegate duties and responsibilities
you must first and foremost set out the objectives of the central purchas-
ing authority. Such objectives--your policy--can then be implemented

11.2.2 £?¢i




through rules and regulations set up by statute or by you, the purchasing
authority. The objectives that make up your policy should be:

1. Maintain contact with using agencies and vendors that are

doing business with your government
2. Reduce and control the cost of purchasing supplies, equipment,
and services
3. Maintaih.ébéh communication with the news media
. 4. Influence legislation that supports good principles of public
purchasing
5. Organize effectively

6. Continually document and update practices
7. Communicate professional excellence to operating agency heads,

other government officials; and the public

____The central purchasing authority should be much more than a focal
point for consolidating orders. Its responsibilities should include
proyiding information to using agencies regarding vendor performance,
commodity usage, inventory levels and specifications. Central purchasing

should also be responsible for central warehousing, including stockpiling,

inventory control, receiving, and inspecting: All such duties will be
discussed in later chapters, but keep in mind that central puwrchasing

is responsible for them:

v 2‘8
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~ *The objectives that you should include in your purchasing policy
(1isted on the previous page) are very important. List them below in your
own words.

. S -

oo
|
|
|
|
I

o
\
I

7. — .

" Mow check your answers with the previous page. Were you able to list
at least four? If not, look them over again before moving to the next task.

TASK B: Establish external and internal organization

government, its organizational placement is important. The authority
must be able to exercise {ndependent phofessional judgement in order to

Ih establishing a central purchasing authority in your level of

deal fairly with vendors, coordinate with other government departments,
provide quality service, and protect the public interest. And its . . .

placement within your government should assure that such responsibilities
can be accomplished easily:

 There is no one best placement for your organization; what might
work well in one local government may not work well in another. The
following factors, however, should have a major impact on the decision:
1. Organization and management philosophy
2. Tradition
Size of the purchasing program

3.
4. Resources available

Eundaméhtaiiy;ﬂiﬁéﬂﬁéé& ib o place the cé@t@&lwp&&éhabihg authonity where

the number of Levels between the chief purchasing official and the chief

executive i5 Lessened: So this should be a stronqg consideration.

An additional consideration is that if the size and volume of your

purchasing activity calls for only a single individual to handle the
program,;thgfjndiyidﬁal needs enough authority and responsibility to
achieve purchasing purposes. 'If, on the other hand, your government re-

quires an entire purchasing office, establish it as a separate unit on.
an équalﬁbasis”with:6thef,major departments. Whatever the organization,

the central purchasing authority should occupy a place where it can
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coordinate and deal with the other departments effectively and, at the
same time, have enough power to prevent decisions based on partisan
political pressures. :

) In establishing the internal organization of your purchasing program
keep in mind that your functions should include overall materials manage-
ment, not just acquiring on purchasing them: Your purchasing _program
should include acquiring items, assuring quality, disposing of items,
consolidating agency needs; determining and evaluating requirements;
administering contracts, as well as many other functions.

The ideal central purchasing authority consists of three major programs:

, 1. Aééﬁiéifiéﬁmﬁfbgfa@;-Sﬁbﬁid encompass planning and scheduling,
designing Invitations for Bids; and soliciting bids; receiving, opening

and evaluating bids, and making awards; expediting; and contract admin-
istration. ‘

- 2. Standards and quality assurance program--Should include standard-

jzation, specification writing, inspection; and testing.

3. 7ﬁi§§é§ifiaﬁ;Efbgiamfeshouid,inciudé,transfer of surplus property
from one agency to another, and: its disposal through sealed bids, auction,

posted prices, site sales; or direct negotiation.

Each of these functions will be dealt with later.

TASK C: _Delegate duties and responsibilities

A central ptirchasing authority must supervise all purchasing operations

and delegate purchasing activities. The following is a list of activities
that should be included in the purchasing cycle, along with the person(s)

who should be responsible for it. This is an example of what would work
well in a typical purchasing organization. Hopefully, it could be adapted
to yours.

1. User department prepares three copies of purchase requisition,

keeps one copy for file, and sends two to purchasing.

2. Purchasing checks the requisition to see if it is accurate. If
not accurate, both copies are sent back to user department:

3. If accurate; purchasing checks to see if funds are available.
If not available, copies are sent back to user department.

 Note: Accounting, or a budget division, can also determine the
availability of funds. If a budget is in use, it will be referred to in
order to see if the purchase is budgeted.
4, If fuﬁdéféFéWévéijéng;7§Qi¢hasihg keeps one copy of the requisi-
tion for file, sends one copy to accounting, and determines whether regula-=

tions require bids to be solicited.
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5. If bids are not required, price guotations are obtained by phone,

written inquiry, or from catalogs, and a purchase order is prepared.
6. If bids are required, bid quotations are requested.

7.  Bids are received and tabulated, and the lowest and best bid is

submitted to the commission or council for approval:

8. The commission or council evaluates the recommended bidder and
decides whether to approve. If not approved, either (a) another bid
is approved, (b) no bids are accepted and the purchase denied, or

(c) purchasing is instructed to solicit bids again.
9. If bid is approved; purchasing prepares purchase order:

10. Purchasing keeps one copy of ﬁgféﬁééé order for file; and sends two

copies to selected vendor; one to user department; and one to accounting.
11. Vendor supplies ordered goods or services, and submits an invoice

along with one copy of purchase order, keeping the other copy for file.
12. The user department and purchasing inspect the goods to see if

specifications have been met. If they have not been met, goods are sent
back to the vendor,; or he is otherwise directed to ecomply with the order.
13. If specifications are met, receiving report is prepared in triplicate
by user department, one copy is kept for file, and two are sent to
purchasing:

15. Aceounting verifies,tha% purchase order, invoice, and receiving report
coincide, and pays the bill.

Some governments require that all orders be prepared and issued by
central purchasing, while others permit the using agencies to prepare and_
issue orders after central purchasing awards the contract. In many govern-
ments,. the purchasing authority would be overloaded with work if all =
acquisitions came through it, so they delegate using agencies the authority
for making certain types of purchases and for waiving competitive bidding
under certain circumstances (forrinstance;Win,making,emergengy"pqr;hasgg?;
Delegations should be made when the activities can more Zogically be per-
fornmed by othens. Always, in such cases, central purchasing shoukd =
cstablisl the procedures to §ollow, oversee the entine process, and receive

and neview copies of the ondens placed. The central purchasing authority
maintains overall legal responsibility for implementing the purchasing

program and establishing policies, procedures, and controls.

TASK D: Anticipate potential problems and establish alternative solutions

So that your central purchasing authority runs as smoothly as possible,

it is best to anticipate potential problems and know how you will deal
31
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them from the beginning. This will let you prepare for any that might arise

by having alternative solutions available.

Here is an example: If your purchasing authority has been placed in

your governmental structure where it will be hard for you to have good
communication w..h the chief executive; you can be certain that problems
will arise because of that communication distance. Probably the biggest
problem that will arise is-a time delay for getting something approved.
So that your time delay will be as short as possible, it is best to have

ready several ways to handle the problem before it arises. Depending on
your government's size and power structure, there probably are available
a number of different ways to get through to the chief executive: If

you research and are prepared in advance for this communication barrier,

your chances of overcoming it are much greater.
 Thus the task of being prepared for potential problems can be accom-_
plished by seeking out problems that may arise, researching and developing
alternative solutions for each of them.

~ *List a potential problem inherent to the organization of your present
purchasing program. S )

1 = =
2. [

TASK E: Identify legislation, regulations, or authorities which relate
to central purchasing

‘Not only should you be able to identify legislation, regulations,or

authorities relating to central purchasing, but as we talked about in
"writing objectives;" it is the purchasing authority's responsibility to
iifluence legislation that supports good principles of public purchasing.

Another objective that applies here is your "responsibility to communicate
professional excellence to operating agency heads, other government

officials, and to the public."

L
O
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In other words, 4t is completely your responsibility o inform your
Lawmakens and thein advisorns as to the impontant principles of the
punchasing process. In order to do this, you must be familiar with present
Laws and negulations.

9.  ESTABLISH UNITY WITHIN EACH SEGMENT OF YOUR ORGANIZATION
~In order that your purchasing program will run efficiently, each
segment must know what all other segments are doing and why. Doing this
will discourage overlapping and deficiencies and promote job satisfactioen:
~ *Can you name a problem in your purchasing program which indicates
lack of unity? Discuss it.

No matter what your problem may be; there are certain guidelines that
can be used to deal with it and prevent others like it from arising. The
following are suggestions for preventing and dealing with such problems:

1. Document the functions of each departmental unit and distribute
them to all other units.

2. If it is known that a certain departmental unit is intruding on

another's function, address the problem immediately by contacting the
init's supervisor. Find out why the intrusion or duplication is occurring,

and if the function is really not appropriate for the said department.

3. Any change of function should be justified, documented, and
distributed to both or all units involved.

 Unity and coherence of action would appear to be more of a problem

in larger units of government than in medium or small sized units. Still

its prevention is important, regardless of the government's size.

PURCHASING 7
In setting out the objectives and responsibilities of the purchasing
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program; it is important that all using agencies are treated fairly so that

good responsiveness is received from them.

 _After you have set out the goals and objectives and delegated the
responsibilities of your purchasing program, set out policy to encourage
agencies to control purchasing. Such policy should include the following:

1. Reasons for the way you delegated duties.

responsibilities given them. (Here you should justify your operations,
emphasizing the principles of good public purchasing.)

4. -Procedures and justifications for using agencies to submit data
to control purchasing.

There are several types of data that need to be monitored in order to
Cbhtfd] purchasing. The first piece of information that would be needed
is a List of <tems that each using agency expects to purchase.

*Can you think of another piece of data that central purchasing should
require using agencies to submit along with a list of items wanted purchased?

Central purchasing would need infonmation on the quantities of cach
item ieeded, aind also the time they will be needed. 1t would aflso need
frnom using agencies budget and management Lngormation.

- Budget data (or, more simply, an annual budget submitted by a using

agency) is a good source of information for forecasting needs. Though
budgets can't be used to predict specific purchasing requirements, you
can analyze them to get at least an indication of the general types and

volumes of purchases to expect during the year.

‘A management infonmation system will give you a close examination of

items and quantities purchased in the past. Mot all local governments

have the data-processing capabilities and other resources necessary to
develop an automated purchasing system, or even a manual system. A

manual system can be achieved by having all bid-award documents and pur-
chase orders filed according to major commodity code group; or at least
by maintaining a cross-index by .commodity. With this system; you can find
the background of a particular commodity without having to go through all
the files. How you use this technique will depend on such factors as the
amount of purchasing activity for a particular item. For an item with a
low level of activity, for instance, you could use the following example
commodity card:
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COMMODITY X

Vendor  Award Bid Award Quantity Award  Requesting
Date File Ho: Amounts  Agency

A 2/25 36437 25 $ 500 Police

B 474 90514 15 2,500 Fire

A 8/12 69087 50 80 Mayor's Office

11.2.10
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CHAPTER II: BID AND AWARD PROCESS

The term "bid" as used in public purchasing refers to you as the

prospective buyer, seeking and/or obtaining item specifications and
prices from a supplier. “Award" refers to your purchasing outright or
signing a contract to purchase a commodity. The "bid and award process"

then becomes your acts of looking for a product and buying it:
~ The total process, which includes a variety of activities, can be
broken down into five basic functions:
1, ESTABLISHING AND MAINTAINING A BIDDERS LIST
9. PREPARING SPECIFICATIONS
3.  INVITING, OPENING, RECEIVING, AND TABULATING BIDS
4, [VALUATING AND AWARDING BIDS
5, HORKING WITH ALTERNATIVE PROCEDURES TO THE BID
AND AWARD PROCESS
1. [CSTABLISHING AND MAINTAINING A BIDDERS LIST

‘The bidders 1ist determines who will receive Invitations for Bids.

The 1ist sets out the names of suppliers_of various goods and services as
the possible sources of bids_and proposals. The 1ist also encourages
competition by providing qualified suppliers. to compete equally for
government business: Consequently, establishing and maintaining a qualified

1ist of bidders is an important part of the purchasing program.
~ The process of establishing and maintaining a 1ist of qualified
bidders includes the following tasks:

TASK A: Setting up the lists, including prequalifying bidders

TASK B: Maintaining the lists, including deleting bidders from it

TASK A: Setting up the lists, including prequalifying bidders

There are two different views concerning bidders 1ists.

Theory #1 Any supplier making a request to be on a 1ist should be included.
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Some purchasing statutes requ1re that any 1nterested supp11er who
submits an application giving his name; address; and the commodity in
which he is interested is automatically included on the 1ist. The
rationale beh1nd -this is: that prequalification is_discriminatory::
m1nor1ty businesses who cannot meet financial and experience requ1rements.
Theory #2 Bidders should be prequalified for the list.

_Soiie statutes provide that the bidders 1ist include only qualified
vendors. A local government under such a mandate must establish criteria
for determining such qualifications.
~ To establish 1ists of qualified bidders, it is first necessary to
define what a “"qualified bidder" is. A bddder 45 determined qualified
16 he meets the mindimion standaids Aé}.,bij the govennment §or business
competence, heputation, fanancial ability, and product quality. In other
words, in the interest of efficiency and economy,; bidders 1ists ought
to include only active bidders who are capable of performing. (And who
are known to have a good reputation.)

~ The bidders 1ist determ1nes who will receive Invitations to Bid.
Most local government purchasing offices use a bidders 1ist broken down
into the different types of commodities. Procedures for setting up the
bidders 1ist vary from one local government to another.

*Do your state or local laws indicate whether or not your bidders
should be prequalified? Yes - No

*Cite the state or local ordinance, if any, that indicates such.

: If you are not requ1red to prequa11fy b1dders for your list, why
should you choose to do it? Isn't it time-consuming and costly? Quite

the contrary:. To include on your bidders 1ists every applicant regard-
less of performance capability is much more impractical. -Unnecessarily
long 1ists increase the costs of soliciting bids and can lead to dis-
criminatory practices such as soliciting bids on a rotational basis:
And, denying a-supplier inclusion on.the bidders 1ist from the very start
is more_suitable than-rejecting him later as a nonresponsible _low bidder--
it is also more efficient! Also prequalification helps you minimize or
even eliminate the need. for bid bonding, since you already have looked
into the supplier's financial background.

CIf you do choose or are requ1red to prequalify b1dders, it should
be done in a way that would not reduce competition. The first and most
important step 1§ estabfishing a Atandand application foxam to insure that
all applicants are treated alike. Information to be obtained through the
form should include financial standing and_responsibilities; facilties
for production, distribution and service; length of time in business;
and overall reputation.

11.2.13
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Central purcha51ng shou]d review each application submitted; verifying
information supplied and comparing it to established standards. -Sometimes
other procedures are necessary; obtaining copies of suppliers' financial
statements, visiting their places of business; or contacting their other
customers. The standards by which suppliers are evaluated must be preset,
specific, and pertain to each category of information requested. For
example, one requirement could be that a supplier be in business success-
fully for one year.

Besides establishing a standard application form (Step #1) there are
several other steps which should bé included in the prequalification
process. These are:

2. Setting forth evaluation policies in writing and making them
available to any interested supplier.

3. Encourag1ng suppliers to apply with the understanding that they
must meet minimum requirements.

g. A]]ow1ng for exceptions within the process. For instance, if
a supplier is known to be competent because of past performance, he
does not need to meet the prequa11f1cat1on requirements. Conditions for

any such exception must be defined in written policy statements. If a

new or small business cannot meet f1nanc1a1 or experience requirements,
an exception can also be made. In such cases, determine to what degree

they meet the requirements.

5. Notifying the supplier in writing whether or not he has been

accepted for the 1ist, and if he hasn't, what he can do to qualify. He
should have the right to administrative review if he feels he hasn't

been treated fairly.

If you follow the above steps your prequalification program is more
1ikely to promote fair and impartial treatment of suppliers.
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=  Without looking back, see if you can list the five steps in the
C prequalification process in your own words.

1.

~ Now check your answers with the preceding page. Did you get them
right? _The most important point to remember about these steps is that

- all policies and procedures be writfen out and made available to those
ili intenested. Remember, prequalification is important to both purchaser

and supplier. It not only provides savings in administrative solicitation
and bonding costs, but it also brings discipline to the process of deter-
mining supplier capability and responsibility.

TASK B: Maintaining the bidders lists, including deleting bidders

A good prequalification system is of little use if it is not combined

with a well-organized bidders 1ist to provide a fast and effective means

of soliciting bidders. Most local governments use a bidders 1ist which

is categorized by type of commodity. In structuring the list; major

commodity classification groupings must first be established. each repre-
senting a particular function with which a group of products is commonly

associated:. This classification order should not be too general or too

specific, or soliciting bidders will be made difficult.

. For instance, if you made one category "office machinery," it would
be difficult to solicit bids from all suppliers in that category for the
purchase of a copying machine. Why? Because you would be including
suppliers of cgpying -equipment; collating machinery, and even coffee-making
equipment in the solicitation. '
~ To avoid this; include breakdowns in your categories--"office machin-

. ' ery" should include subcategories of "copy equipment,” "typing machinery,"”

‘ “tape recording equipment,” etc. Proper classifications are used to the
degnee that products and suppliens are closely matched. The extent to which
mafor commodity codes ane ‘subdivided into item classifications will depend
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targely on the natune of the item and on nesponses that you get o

sobiaiiations. For instance, if at least a 50 percent response rate on a
particular item is not obtained, the bidders list is probably not properly

categorized:

. Say you solicited bids for a memory typewriter from every supplier
on the "typing machinery" 1ist, and you only received bids back from 25
percent of them: This is a good indication that you should subdivide the
"typing machinery" cateégory into several different classifications.

Some local governments code their bidders 1ist according to commodity,

and cross-index this code with each vendor so that in soliciting bids, .
the purchaser can easily identify the supplier according to his respective

product lines: If your local governnent is without a coding system, and
you think you'd 1ike to develop one, it would be best to: build from a.
system used by a governmental unit similar to yours, rather than try to.
develop one completely on your own. And if you presently have an indexing
system; it needs to be reviewed periodically. to determine whether it is

still appropriate. Some type of uniformity of commodity codes among
local governments would provide for better communication and cooperation

between them. Presently, however, there is really no such uniformity.
. We said before that a good prequalification system is of little use
if it is not coupled with a well-organized bidders 1ist. Still, a wetl-
onganized biddens List is of Little use if it does not represent the

most cwnent, available competition: This can be accomplished by contin-
ual canvassing to identify new sources of supply and by eliminating in-

active and unsatisfactory suppliers:
Continually seeking new sources of supply must be based on an organi-

s&d program, since it is such an easy function to overlook. Some of the

things you can do on a.regular basis are; attending trade shows, researching -
license bureau files, and maintaining market information files. Also read

thro - trade magazines such as: Thomas Registen of American Manufacturens

and the Chicago Buyens' Guide: A more extensive measure is to advertise

in state or national trade publications. :
About once every tWo years, review your major commodity groups to

see if the extent of competition being obtained is sufficient, and to

decide what you need to do to expand your supplier base.

The more delicate side of maintaining a bidders 1ist is the deletion

of bidders whose responsiveness and performance is not up to par. To

carry out this process; the following tasks must be accomplished:

A Estabbish criteria fon deteting a bidder fnom the Rist. Many
local government purchasing agents remove a supplier from the bidders list
after three consecutive failures to bid. Matters such as; failure to meet
delivery dates, failure to meet specifications, failure to keep promises,

inadequate substitutes, and deficient material are also justifications

for deletion. :

11
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~_B. Establish a vendon §ike (in central purchasing) to collect infor-
mation for periodic reviews of bidders responsiveness, performance, and

capabilities.

€. Establish procedunes §or notice to bidders,; iéihét&féﬁéhf; period
0f duspension, and night of administrative review (See below):

Requine that any suppliers’ pergonmance failure shoubd be documented
and sent to central purchasing. These may need to be acted on jmmedi-
ately or filed for future reference.

Review and investigate all neasons and evidence and make the f§inal
decision, when £t is detemmined that a bidden should be nemoved
gon cause. (For example, unsatisfactory performance, or violation

of standards.)

When nemoval is based on failure zo bid, it should be confined fo
that particulan item on items.

When nemoval is justified, the supplich should be informed in wiiting.

CompLetely document the neasons fon action, any contracts made,.and a
necond of the review and approval (this cain also be kept in the vendor
6&/62)

Retnstate a bidden upon neceipt of a new application, 4§ he has been
nemoved for three consecutive gailures to bid. 1§ he has been
nemoved forn cause, he should be suspended for a period of one year,
agten which he may reapply. For his application to be reconsidered,
he must give evidence that he has cured the problem causing his
removal. Be sure to check state and local ordinances on this matter.

Atlow fon administrative neview 4if you choose on 4§ you anre nreguined
%o do_s0. Some local governments allow for administrative review
of deletion and in some cases the suspension-is automatic. Check
state and local ordinances on this.
.. Do you know the tasks required in deleting bidders from the bidders
1ists? Better yet, do you know iaow to maintain or what should be included
in a bidders 1ist? Let's have a try at the more general questions.
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*What kind of data should be

jncluded in a

bidders

1ist?

II:Z;ié
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_ Your answer could be one of several, depending on your Jocal

P~ ordinances. In some local governments, the bidders 1list includes only
‘ the name, the address, and the commodity category of each vendor: In

other cases, where prequalification is used, detailed questionnaires are
kept on file. The information collected on these questionnaires includes

financial standing and responsibility, facilities for production; dis-
tribution and service, and length of time successfully in business. A
commodity code, if your government uses one, will also be included on the

list.
2.  PREPARING SPECIFICATIONS

:"Sﬁééi??ééfi&ﬁé“ is defined as the technical and descriptive

requirements of a product and its intended use or application. It

does not contain the terms, conditions, or other contractual matters -

included in an Invitation for Bid. Specifications are the communication

media between buyer and seller and the basis on which bids are prepared:
__ With reference to the standard stated in the introduction, ask your-

self the following question:
i *What activities should be included in specification preparation to
insure impartiality? Try to name at least one activity.

2,
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 Insuring impartiality is perhaps the most important principle in
the constriiction of good specifications, and almost any task related to

specification preparation would be a correct answer: But let's look at
all tasks needed in the process:

TASK A: Establish a central control over specifications
 TASK B: For each set of specifications prepared, choose one of the
three types: design, performance; or brand name

TASK C: Refer to aids and legal guidelines on specifications
préparation

TASK D: Write specifications, setting out the essential characteristics

of an item to be purchased

. TASK E: For each set of specifications, describe the nature and
methods of testing to be used

 TASK F: Establish standard specifications for frequently purchased
items

TASK A: Establish a central control over specifications

‘Again; you may think that such centralization is not financially
practical and maybe even impossible for your unit of government. VYet

if individual units within your government do any amount of bid spec-.
ifications they must make them consistent, accountable; and enforceable.

Although using agencies may initiate descriptions of needed items, there
must be a central body to assure that the final_specifications are not

too restrictive or do not call for a higher quality level than is needed.
Central control is also necessary to avoid inconsistencies and duplications

within individual agencies.

~ *Bo you think a central authority for the preparation of specificaticns
would be appropriate for your unit of government? Yes ___ No
For what reasons? .

, *Does your unit of government presently have such a central authority?
Yes No

If not, how would you go about establishing one? __




PM

) Setting up such an aiuthority is not difficult. But because there
is potential for disagreement and conflict, the complete chain of ,
authornily must be det §orth in wniting; ciiing the nesponsibilities af
both central purchasing and the using agencies. Each using agency, for
instance, should have the respons1b111ty for determining the items it
needs, while central purchas1ng S respons1b111t1es should include check-
the correctness; compet1t1veness, and suitability of specifications.
(Th1s will be covered in more detail in Task D "Writing specifications. ")
Cooperation between purchasing and using agencies concerning effectivenss
and suitability of specifications is necessary. Such cooperation should
be insured by the central purchasing authority.

TASK B: For each set of specifications prepared, choose oné of the
three types: design, performance, or -brand name

 Each of these types of specifications differs in concepts, uses,
and limitations and should be used only when it is most beneficial to
the circumstances.

A brand name specification cites -a brand name, a model number, or
some other designation that identifies a specific product of a manufacturer
as an example of the quality level desired. Any item equal to or sur-
passing that quality level is acceptable.

~ Brand name specifications are not usually considered good specifi-
cations, but can be justified when time and resources are limited. They

are efficient, concise, and especially useful when an item of low dollar

value is to be purchased:

Brand name spec1f1catlons should indicate beyond any doubt that the

brand name mentioned is not the preferred product; but only the example

product: Statutes requiring public bidding usual]y requ1re that brand

acceptab]e Sometimes using several brand names will prOV1de better
results.

: Dé&igh,&béé&ﬂiéaiibhé detail the characteristics that the item to
be purchased must possess, even so far as to describing how the product
should be manufactured.

*Can _you think of a type of product for which you would use design
specifications?

1.2.21 4§
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_ Design specifications are used most often in government,pureﬁasiﬁg
for products designed. by the us1hg agency itself. If you pUt down_that

the full detail requ1red s often too restrictive for obta1n1ng the
actual performance needed; and discourages full competition for the item's
purchase.

chas1ng today These specifications describe the capab111t1es necessary

to satisfy intended use of the product. /nd since setting out these.
performance requirements is_the priority consideration, these specifieations
are undoubtedly the most efficient for the greatest number of purchases.

Performance spec1f1cat1ons prov1de you as the purchaser with a
direct method of determining the "lowest respons1b1e bids" without tak1ng
the chance of d1squa11fy1ng any b1d that 1s actually qua11f1ed ~ This is
bas1s Be1ng able to determine value in terms of. price as it relates to
performance will insure you that the best and most advantageous bid will
be submitted.

‘A disadvantage in the use of performance spéecifications is thé cost
required in developing and maintaining extensive records on each bid.
This includes conducting a considerable amount of research for their
preparation, using a variety of resources. For instance, to determine
the performance needed and that which is available for the purchase of
d memory typewriter, réesearch should be conducted to determine alter=
native performance features. You should ask such questions as: - "Is
there a need for a magnetic-card typewriter or is the storage capacity
on a memory typewriter sufficient?" “Can I buy a memory typewriter
that will also be capable of typesetting (justifying margins)?" . In order

to answer these questions you must research the field of typewr1ters,”

especially memory typewriters. Typewriter cata]ogues of all major manu-

facturers should be reviewed for their products performance capabilities.

A1l information should be documented and, in most instances, saved for

future reference:

Another problem that arises here is that even though you and the
using agency will be work1ng closely in determining the specifications of
the needed purchase; it is sometimes quite difficult to isolate and
define the pPrformance factors of a particular product and incorporate
them into an ‘erall cost computation. Only experience can help you out
in this area: MNow see if you ean answer the following question:

- _*What are_three main functions in writing a set of performance
specifications? B

4y
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The three basic steps in writing performance specifications are:

1. eohsaitihg with the using agency on the specifications needed

2; Research1ng a]ternat1ve performance features of the product

3; Sett1ng out the performance requ1rements the product is to meet

you can see that each. spec1f1cat1on type has its advantages and 11m1tat1ons;

No one type of specification is best for all products; but each is good
for some. Some products require a combination of spec1f1cat1on types, for
instance des1gn combined with performance, to result in the most fair and

efficient purchase

types._ These others include qua11f1ed products lists, comparisons of
spec1a1 samples and designation for a special use: These specifications
are used under special circumstances and often for very small purchases.
It varies from one unit of government_to another which types of these
spec1f1cat1ons, if any, are legally allowed. v

*Can you name a type of spec1f1cat10n, other than ofe of the three
main kinds; that is fa1r1y popular in your unit of government?

*For what kinds of purchases do you use this type of specification?

~ Now see if you can identify the uses of the three main types of
spec1f1cat1ons?

of them next to each of the f011ow1ng 1tems as the type of spec1f1cat1on
to be used in its purchase:

New municipal building o _

Copying machine _ L B

Gasoline

Highway S

Photographic equipment

Air compressor

o
04}
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Here are the suggested answers. Read through them and see if yours were =
similar.

_ New municipal building--design specifications would enable you as

the purchaser to help detail the characteristics of the new building from .
the outset.

 copying machine--brand name such as "Xerox 4200" or "IBM Copier 2"

would probably be used for this purchase.

Gasol ine--pesgonmance specifications would be most appropriate for
purchase of gasoline, since usually its only requirement is its ability
to perform.

Righway--design specifications would be used for this since the
structure wou'd be designed essentially by you.

 Photographic equipment=<a band name would probably be the best
qualifier for the type of caméra or parts that the purchaser needs in
this case. Penfoamance specifications would also be appropriate:

- Rir compressor--a combination design and pergormance specification

would be most appropriate.

~ Did you get at least half of them correct? If not; reread the "
section once again, beginning with Task B. If you did get at least half
of them correct, you are progressing well. HNow that you know_the three
basic types of specifications and each type's advantages and limitations,
hopefully you should be able to apply them appropriately to your own
purchasing system. Because of frustrations in specification writing, .
there is a tendency to choose the easiest alternative in a given situation.
This does not work! A fype of specification should be chosen for Lith
ability to communicate the desired quality Level of the needed product.
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. Let's see if you're concentrating well. Can you state what was just
said in your own words?
" A type of specification should be chosen. . :(for what reason):...

Could you do it? Check your answer with the preceding page. If

you were fairly close; that's great: You've now mastered the use of the

three basic types of specifications: Let's move on to the next task.

TASK C: Refer to aids and legal guidelines on specifications prepared.

‘Each unit of local government should have a person or persons in

charge of advising both you as the purchasing officer and the person
who has final approval on purchases within your organization (whether

it be the county judge, the city manager; the mayor; or someone else)

on the responsibilities and 1imitations of each function of the purchasing
process. Such an advisory person should have a working knowledge of the
legal system and good 1iaison with the local government for which he is
working. He can be the county or city attorney, or in a larger government,

legal counsel to the administration:

Whatever his position, it is important that you have a direct line.

of communication with him.: There are; for instance, so many legal questions,
that arise in the preparation of specifications that should not be left
unanswered. If you are able to easily contact a legal advisory person

on the individual questions that arise, your work will flow much more
smoothly; and the complete specification process will be much more

efficient. :

It is also important that you as the purchasing agent have a =
familiarity with all state and local laws that apply to the purchasing
process. See if you can answer the following questions on legal mandates
that affect your government's purchasing:

Does your state have many statutory mandates on local government
purchasing? Yes ____ No ____. If yes, do you know about how many?

Are you able to reference these state Statutes on local government
purchasing? Yes No —

Go right now to your state statute books and see how many statutes
you can locate on local government purchasing. Identify and describe
three of them below.

Statute . o

Description S o

Statute .

Description _ _




Statute

Description

. Now refer to your local ordinance books (if your government has them)
and locate at least two ordinances that apply to specification preparation.

Identify and describe them below.

Ordinance

Description — -

Ordinance - -

Description _ _ o
___ If the ordinances in your government are not classified (or in any
type of order) do you know the approximate amount of ordinances that

refer to purchasing, particularly specification preparation? See if you

can describe one or two in tne spaces above.

Hopefully; by completing the above exercise you've discovered how

easily state and local ordinances relating to the local purchasing process
can be located. If you did not have an easy time with the exercise, then

it at least has shown you how dependent you must be on your legal advisory
persons! Ideally, you as the purchasing agent should atways be able to

Locate statutes and ordinances you need, but in any case you should be

able to nely on youn Legal advisony penson for questions on interpretations
of them:

Besides knowing where to locate the legal guidelines that apply
to specification preparation; you should-also be aware of any other
available technical information that will help you in their preparation.

Even if you work in a small government that does not have a specification

writer; it is still not difficult to.find available governmental resources

and be able to establish good specifications. Probably the best source

of expertise is the person or persons knowledgeable on the particular topic

to which your specifications are related.. Personnel from a hospital, for
instance; probably would be helpful in writing specifications for ambulance
purchaseés.

___ Another good source is state, federal, and professional_publications
that print standards or specifications from other state and local govern-
ments. Such sources include: Index of Federal Specifications and Stand-
ards, Superintendent of Documents, U. S. Government Printing Office,

Washington, D. C. 20402; Mational Purchasing Institute; Inc., P.0Q. Box

20549, 4189 Bellaire Blvd., Suite 209, Houston, Texas, 77025; National

Washington, D. C. 20036; Construction Specifications Institute, Inc.,

1717 Massachusetts Avenue, N. W., Washington, D. C. 20036.

____Also, other state-and local governments are usually willing to send out
information directly upon request. Such information could be adapted for
use by your government. 5;1
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i TASK D: Write specifications, setting out the essential characteristics
of an item to be purchased

After you have chosen the type of specification you wish to usé and
have done specific and general research on the item, you are ready to
begin actually "writing" the specifications. The best method for this
is to work from a master specification, cutting and pasting drafts of
individual specifications on to it. Regardless of the method of composition,
the following steps should be taken in preparing each set of specifications:

1. MWrite each set of specifications separately

2. Write each section separately

3. Keep readily available drawings, reference materials, and a
worksheet for each section

4. Review all items involved (including drawings) twice, cross-
referencing them with your reference materials

As was described in Task B, specifications should be written in such
a way as to communicate the desired quality level of the needed prodiict.

No matter what type of specification you choose to use, the essential
characternistics of the item fo be purchased must be incfuded. This is to

insure that all bidders know exactly what the government wants to buy and

can compute their bids. If an essential requirement is left out of a

specification, it is possible that the award will be made to a bidder who

actually cannot meet the government's need. It may be much later before

it's discovered that the product purchased is not suitable for its intended
use.

Some governments have one certain individual ass1gned to write all

spec1flcatzons - The respons1b111t1es of such a spec1f1cat1on wr1ter

well as the wr1t]ng, layout, and reproduct1on of the final product. If
your governmental unit does not have a specification writer, at times it
will be necessary for. a _consultant or an expert outside your agency to

advise you on the technical details of specification writing.

_ *Go _now to Appéendix 1 (page II.2.62) and look over the sample set
of specifications for "Toilet Tissue."

‘Setting out the essential characteristics of an item insures a

Leay1ng out essent1a] requlrements”1s r1sky, but,requ1r1ng unnecessary
features can really be wasteful. For instance; in ordering memory
typewriters, if several magnetic card typewriters are ordered for an
office which really only needs the storage capacity of the regular
memory typewriter, then money is wasted not only on the initial purchase
of the machines, but also in maintaining them and in training pérsonnel

— to use them.

‘ ~ Requiring such unnecessary features cannot only cause waste, but
also hinder competition on the item when it is let to bid. When the

v
o
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specifications are more restrictive than necessary, they also eliminate
from competition those items that actually would have been satisfactory (]
and available at less cost. _This means that impartiality is compromised

and unsuccessful bidders would have grounds for protest.

To insure that the specifications you write are neither overspecified
nor underspecified; test them in several ways:

1. Go through each individual specification of the intended
purchase, justifying its need.

2.  Review them with the person in the using agency wishing to make

the purchase.
3. Review them with persons who are very familiar with the item's
use or with sources describing their use.

TASK E: For each set of specifications, describe the nature and methods
of testing to be used

~_Inspection and testing procedures will be talked about in a later

section, but it is important that you are aware at this point that testing

procedures should be included in the specifications. This is to make

sure the bidder knows what type of testing he must undergo from the

outset. Including the testing process in the preparation of specifications ‘

should not be any problem since the two processes; though usually separate

within the organization, have a similar basic concern--qualily assurance.
This similar concern has a tendency to mesh the objectives of both proc-
esses, allowing for easy synthesis between them. This will be covered in

more detail in the section on inspection and testing.

TASK_F: Establish standard specifications for frequently purchased items.

A standard specification is established for use on all purchases of

one particular item.
*Before we go any further, can you say for what types of purchases

standard specifications are most often used?

Types of purchases that...

Ut
.
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Standard specifications are most often used for items purchased

on a necwviing basis Zo be used for similar purposes by one on several
different using agencies: The initial requirement for this process is,
of course, a central purchasing authority, where purchase records for
each item can be gathered and reviewed: To decide which items are
suitable for standard specifications, central purchasing must know the
frequency and volume of each item's purchase. You are the person most

often chosen to make this decision:

But it's not hard: The clerical unit of a central authority should

receive all purchase requisitions and log them in for control purposes.
If your purchasing program has a commodity code, the code number and the
quantity requisitioned should be recorded with the item, so that you can
easily add up the number of such items purchased in a given period. Any
items that are ordered on a recurring basis in great volume (or represent
ing high dollar expenditure) would probably be good items for which to
write standard specifications: Standardization should begin with those

items where the greatest savings can be expected due to less work and
Tower prices {as a result of items being bought at volume rates):

When writing standard specifications; it is sometimes necessary to

incorporate small changes in the standard. Such changes must be made
in a manner that will not inhibit the use of the item for any of the

agencies.. If you wish, you may check with the using agencies to see if

the proposed standard complies with.their use of the item. Remember,
thaugh; that central purchasing still must have final approval on stand-
ard specifications as well as_other specifications so do not hesitate to

_In some cases; industry representatives may be contacted for review
of standard specifications. They can not only point out the problems
also identify any technical difficulties, including inefficiencies, the
spécifications may have.

~ Probably the method for getting the most objective reviews from

both using agency and industry representatives is by holding_a meeting

on item specification or total specifications development. Getting jdeas
from all using agencies at one time and/or all industrial representatives.
together will insure the most partisan solutions to your problems. Despite
your method for securing ideas, however, representatives who are consulted
should be those with the knowledge and experience necessary to the required
input. For instance, a company's engineer rather than its sales manager
may be contacted for help on a technical point. And any using agency or
industry representative who is asked to review final standard specifications
should actually be involved in their development from the outset.

When a standard specification is finalized, it should be indexed and

filed for easy access. If you do have a commodity code, maintain a booklet
on which commodity code numbers have standard specifications, approved
brand 1ists; qualified products lists; or a term contract established for
them. This could be circulated among requisitioning personnel to inform
them which items have standard specifications, which items are on contract,

and perhaps which items they could order directly from the contractor.

5542 29
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~ For the first two or three years that standard specifications are
used, periodic neviews that incorporate the comments of ubing agenciesd
should be made. After that, changes in specifications may be 1imited
to the ones indicated by the using agencies as unsatisfactory, and by
industries as outdated. An older standard specification should also be
given a routine review just in case necessary changes are otherwise over-
looked. A1l reviewed specifications should be noted on the file copy _
with the date and initials of the reviewer and, if changes are made, the
amended or new specification should be included.

~ Many large jurisdictions create specification committees to review
standard specifications and/or advise the purchasing agent. Such

committees are usually composed of personnel from centralized purchasing

and the constituent agencies.

_____To make the processes of writing, filing, reviewing, and updating
specifications much easier, all standand specifications should foRlow the
Same foamat. This also makes it easier for any outside company who deals
with several of your government's standard specifications. If you do use
a consistent format, be sure to make it clear, simple, and applicable to

any specification.
__ *Now see if you can list some of the steps we've just been through.
What are the factors to be considered in writing and maintaining standard

specifications?

1: [
2. o _
3: . _ o
4. o
5. e
6. R
35
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The main factors to consider are:

1. Gathering purchase records in a central location

2. Recording the frequency and volume of each type of purchase to
determine which ones shotld be standardized

3. MWriting the standard specifications according to a consistent
format

Having them reviewed by using agencies and industry representatives

-

Filing them for easy access

(S, 1

Periodically updating them

[=))

_ How did you do? If you didn't gst at least four correct, go back
and reread the section, beginning with Task F.

_ Now you have completed the section on specification _preparation and
no doubt realize the importance of their use. The use of specifications
meet all four criteria in the standard on which this package is based.
Centralization is inherent to the use of specifications and impartiality
is an assured consequence. Since specifications are public records, they
also serve to keep the purchasing process open. But most importantly,
the use of specifications gives you a better chance of hecelving the most
value gon each doflan spent and minimizes the chanced that purchases will
be wwswitable in Zype on quality. This is an indication that professionalism
is being applied.
~_ _*Now see if you can list the six tasks relating to specification
preparation.

1. -

(2] (4, ] E=3 w N
|
|
|

Refer back to page II1.2.20 for the correct answers.

3, INVITING, OPENING, RECEIVING; AND TABULATING BIDS

~ Statutes and regulations generally require local governments to
conduct their purchasing operations on the basis of open competitive
bidding. This is to insure sound value, to guard against favoritism at

E;

an
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public expense; and to safeguard the interest of the seller. = Open competi-
Zive bidding 4s the most important protector of a healthy and equitable -
public punchascng system. That is why state and local laws require that
every purchase over a certain dollar amount to be subject to competitive
bidding: - Inviting; opening, rece1v1ng, and tabulating bids is the basis

on which hea]thy competition is-judged. = And: though there are other means
of awarding contracts to 2 supp11er, the sea]ed bid and award process is

TASK A: Insur1ng compet1t1on

TASK B: Establishing bid opening and tabulation procedures

TASK A: Insuring competition

Competition can be defined as the process in which two or more vendors
try to secire the business of a third party by offering the most favorable

price, qua11ty, and service. Because competition is so critical to public

qu1s1t1on should be anchored on compet1t1on pr1nc1p1es The management
aspect of competitive b1dd1ng also plays an important role in assuring
that open compet1t1on is maintained throughout the purchasing process.

This is done in three steps:

1. Providing a Legal notice. Most laws require that all purchases
exceed1ng a certa1n do]]ar amount be "advert1sed" 1n a newspaper w1th w1de

a county seat Advertising is required when the purchase exceeds the
dollar amounts requiring a formal invitation for bids. If the newspaper
advertisement is not required, usually some other form of public notice is.

2. Soficiting bids in a mannen that 065@&5 quat&ﬁ&ed suppliens an

opporntunity to compete. The general rule here is that bids should be

solicited from all bidders on a particular commodity 1ist with enough

qualified suppliers solicited to assure adeguate competition. Sometimes

soliciting two bidders is enough, if you are certain both will respond.

Though the general rule is to solicit all bidders on a list; there are

other acceptabie grocesses When there are too many bidders on a list,

notational bidding is sometimes used--bidders are selected on a rotational

basis, each bidder getting a turn over a period of time. In such cases;

the bidders 1ist is usually too broadly categorized and should be updated.
Regional bidding is used when deliveries have to be made to widely scattered
points or the requirement is of a local nature; then the bidders list is

divided into geographic regions according to need.

3 ,SetXxng out the Tnvitation 5on,BLdA,(IFBl. _The TFB.should .
ébhtdch the temums; condditions,; and Apééiﬁitaiibhz,to,be,aéed by suppliens
in preparing their proposals. The construction of the IFB is critical to
completion; because the entire tone of the transaction and the future
course of any resulting contract are cast in it. Sufficient time must
be devoted to the preparation of the IFB or Compet1t10n may be restricted
and_the transaction may be subject to legal and procedural problems. The
following is a list of the terms and conditions to be included in the IFB:

57
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1. Cover sheet, including project identification

2. Specifications

3. Types of bids required (1umb—§Uh; jtemized unit, etc.)
4, Time and place where bids will be received and opened
5. Special conditions

6. Conditions under which proposals will be accepted or rejected

The above 11st of six items is only suggested to be used for an IFB;

it can, for instance, be used as a checklist when reviewing the IFBs, so

that you know what is missing and why. Other information, such as types

of inspection and testing to be used, evaluation criteria, and delivery

dates can also be included in the IFB. A sample IFB is in Appendix 2

(page 11.65). Refer back to it now, going through each separate item

to make sure you understand it.

*0n the f0110W1ng page is an IFB worksheet arranged in a similar manner

to the one printed in the appendix: Referring to the appendix, fill in the

IFB worksheet as if you were buying one of the following items for your
governmental unit:

1. Police uniforms
2. Fire truck

3. City building
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INVITATION TO BID -
Project #2139 Date Issued:

Bid opening date:
Time:
Location:

Sea]ed b1ds must be rece1ved

by this date:

You are invited to bid on the following:

Terms and conditions:

1. Bids must be mailed or delivered to the Board of Commissioners,

2. Bids must be submitted in ink or on a typewr1ter and s1gned in 1nk they
must be presented in a sealed .envelope with the Bid number and Date of opening

written in the lower left-hand corner:

3.  Any company failing to réspond to two consecitive invitations or four
courtesy responses may, at the discretion of the Board, be dropped from the

bid list.

4. A1l proposals must be on a basis. Please quote your $ingle best

het price. Bids must be

Delivery date is

5.
6. Bid bond in the amount of percent of the proposal must
accompany each proposal.

7. Any product delivered that does not meet specifications as approved

by the Board, or does not produce the effect required, shall be returned

at the company's expense. And the company shall refund to the city any
money which has heen paid them for the product.

8. The Board of Commissioners reserves the right to accept or reject any
bid according to the best interests of Jonesville. A bid may be awarded in
part or whole according to the best interests of Jonesville. —
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TASK B: Establishing bid opening and tabulation procedures

The central purchasing authority mist establish formal procedures
to safeguard all bids until the time set for onen1ng them. Public bid.
openings are the rule for sealed bids and re-. . .5 should be kept on all
bids received. It is assumed that each bidu,‘ ,ubmits his bid without
knowledge of competitors' bids and relys on t . purchaser to assure
that his price is not prematurely disclosed.

Local govérnments can seldom afford thé iuxury of haV1ng their own
bid- hand11ng staff. Usually bids come to ycu as the purchasing agent.
who is responsible for their safeguard, their opening, and their tabulation.

- *What do you think is an important criterion in the receipt and
control of bids?
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- If you said that the responsibilities and procedures of receipt
and control should be set forth in writing, you are very observant.
There are many othér answers to the question, too, but that one would
probably be the best.

Written procedures should require that all bids be dated; time.

stamped, properly identified, and then placed in the slot of a designated
and secured box. Proper identification includes the bidder's name ?6?
jdentification number), solicitation number, and the opening date:

_ The pubkic bid opening is to allow both bidders and the general
public to know the nature and extent of competition obtained in response
to solicitation of bids. The bids are sometimes tabulatea immediately,
other times they are tabulated at the evaluation prucess later, .and
sometimes they aren't tabulated at all. The best method is to tabulate
the bids immediately, so later it cannot be claimed that bids were altered
or not considered. The tabulation is a permanent record of all bids
received and should include each bidder's name, price, delivery promised,

‘terms of payment, and perhaps unusual or pertinent facts:

I tabulation of bids is in any way impractical (bids covering
hundreds of items, for instance) some type of duplicating technique
can be used. The original or a copy becomes the permanent record:

The evatuation process is mever entered into at the bid opening,

and the purchasing agent handling the opening should never make any
comment indicating the possibility of awand:

4,  EVALUATING BIDS AND AWARDING CONTRACTS
 After tabulation; bids must be formally reviewed and evaluated and
the contract awarded. Individual tasks in this process include:

TASK A: Determining b{d gvaluation and award authorities

TASK B:  Determining bid bonding

TASK C:  Evaluating bids

TASK D: Idéhtifyihg and disposing of late or érroneous bids

TASK E: Awarding contracts

TASK A: Determining bid evaluation and award authorities

bids and awarding of contracts than with any other aspect of the purchas-
ing process. The person with authority to make contract awards (usually

purchasing officer) is permitted to use reasonable discretion in determin-

Purchasing 1aws are probably more specific with the evaluation of

ing the successful bidder, but it is absolutely necessary that he §i1st have
a working knowledge of all state and Local statutes which nelate to the
phocess.
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~ *Go right now to your state and local statute books and cite any: and
all statutes that relate to the evaluation and award process. Describe
each briefly. (If you do not have local statute books, do you have any
jdea how to locate such statutes?)

Statute e

Description

Statute I

Description

Statute

Description

Statute . _

Description

Statute —

Description ___

Rememben, you cannoz begin to establish guidelines fon this process

on any othen until you know your Legal hesponsibilities and Eimitations.

Each unit of local government should have a person or persons in

charge of advising both you as the purchasing officer, and the person who

has final approval on purchases within your organization (whether it be

county judge, the city manager, the mayor, or someone else) on the

responsibilities and limitations of each function of the purchasing process.
Such an advisory person should have a working knowledge of the legal

system and good 1liaison with the local government for which he is working.
He can be the county or city attorney, or in a larger government, legal
counsel to the administration.

Whatever his position, it is important that you have a direct line of

communication with him. There are so many legal questions that arise in
the awarding of contracts, for instance, that should not be left unanswered.
If you are able to contact easily a legal advisory person on the individual
questions that arise your work will flow much smoother, and the complete

purchasing process will be much more efficient.

It is also important that you as the purchasing agent have a famil-
jarity with all state and local laws that apply to the purchasing process.
Ideally, you as the purchasing agent should always be able to_locate
statutes and ordinances you need when you can't turn to your legal

advisory person for assistance.

As the purchasing officer you should also be aware of the behavior
expected of you. A written code of ethics for both purchasing officials
and vendors can greatly assist you in being independent, and free from
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obligation and above suspicion. This is especially necessary in_the process
of evaluating bids and awarding contracts. A code of ethics will be dis-
cussed in more detail in a later chapter.

TASK_B: Determining if bid bonding is required

Bid bonding should be used in circumstances where you don't know

ﬁﬁé;fépﬁtatioh of the bidder. As said before; if your bidders list is
prequalified, the reputation of the bidder 1is already established by the

time you award the contract, so bid bonding is not necessary. If you must
bond a bid, however, establish procedures beforehand, making sure all
legal implications are explained to you by your counsel. Conditions under

which you will bond a bid must also be pre-established. (For instance,

you might bond all bidders who have been in business for less than three
months:)

TASK €: Evaluating bids

7 The purpose of eévaluating bids 1is to determine the "lowest responsible
bid meeting specifications," or "lowest and most advantageous." Despite
the wording of the statute, the search is usually made for that bidder
whose bid ib Lowest in unit price, fotal cost of operation, on value penr
dollar than any other bidden whose neputation, past perfoumance, and
busiiness and §iinancial capabilities satisfy the govermment's needs. As

said before, the person who has the authority to make the awards can use
his own discretion in determining the successful bidder. Such a decision

though must be based on sound reasoning and written guidelines.

Openness, impartiality, and reasonableness are the aspects of our
standard that especially apply to this process. Openness requires the.
written evaluation procedures be documented in writing and made available
to all prospective buyers as wel] as the general public. (This is usually

done in the Invitation for Bids.) Impartiality requires that all bidders
be treated alike in evaluation,;_so favoritism, even unintentional, does

not control: Reasonableness calls for an orderly and justifiable process.

Written guidelines in this process, 1ike many others, are an

important basic factor. They provide the rationale; consistency, and
documentation to support the process. Such guidelines should include a

determination of who submitted the lowest bid, whether the low bid is

nesponsive and whether the low bidder is nesponsible.

 petermining the low bid is cut-and-dry, but deciding whether such is
responsive requires a bit more thought. A responsive bid is_one which.
is in substantial conformity with the Invitation for Bids (IFB), absent

of contradictory terms or errors, and reasonable in-price. All this
must be determined with extreme care by the purchasing officer or his

appointee:
To determine if a bidder is nesponsible, (in addition to being

nesponsive) you must decide if he is a proven dealer in the commodity and
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~ can be relied upon to perform satisfactorily. If the bidder has been .
‘ through. the prequalification process and has already successfully met all
criteria, then he has already been determined responsible. You can see
that prequalification can save you much time during the bid and award process.
~ Many local governments have laws or policies that require giving
prefenence to local products or bidders. Preference is arguably unconstitu-
tional because it can be a barrier te interstate commerce and to local =
competition. Governing bodies should recognize that preference is promoted
by business and special interest groups. The end effect of preference is
costly and efforts to establish or maintain it should be resisted.
TASK D: Identifying and disposing of late or erroneous bids
Any bid received at the place designated for submission after the
time set for opening of bids is a late bid. A good policy to set 45 %o
weject all Late bids regardless of the cincwndtances. Some local govern-
ments;_however; will accept late bids if the late bid was beyond the bidders
control, and it was submitted without knowledge of the contents of competing
bids: -A bid can usually be accepted if the bidder released the bid from his
contral before the deadline (and it was delayed in the mail, or delivered by
messenger to the wrong room; etc.). Detailed rules on late bids must be
documented, including reasons for accepting or rejecting late bids, and the
- method for disposing of a rejécted bid. Such rules should be made available

— to bidders and to the general public.

 Whein mistakes oceur 4n the sealed bid process, thein treatment also

shoufd. be covered by written policy. 1f a bidder finds he made a mistake.
after he has submitted a bid but before it is opened, he should be allowed
.0 make formal changes or to withdraw his bid without revealing the amount.

If it is possible, he should submit a corrected sealed bid in person or by
mail.

If a mistake is discovered agtetr the bids are opened, the purpose of
competitive bidding is threatened. A bidder mar want to “"correct” his bid
while knowing his competitors' prices. The xrul: +howld be that changes are
et allowed aften bids aire opened: .There ave; !v..ever; reasons for valid
exceptions, i.e., technical errors (misplacement ¢f # decimal point).

If it is discovered that a low bid is substan:iaiiy icw>r than other

bidders; it is possible that the bidder made an uni: .evviona: mistake or.
simply a mistake in judgment. It would not be fai. < »afor. - a bid so Tow

that the bidder will incur severe loss if awarded t"- - :tract. Usually

the problem can be handled by setting the bid aside :- al‘owin; it to be

withdrawn.

. Sometimes a bidder submits an alternate bid, or oi: .nat does not

conform to the IFB: He may do this for a numbe- of -eas~s. For iustarce,

the product he has to offer may not meet the srecifications but be tie

- closest thing he has to offer. _Or he may offer a newer; more advanced

i product than called for in the IFB. As a nule. {f such a bid is not ae-
sponsdive to the TFB, it should be tejected. 1§ you would Like £o be able
to accept alternate bids, you should indicate such 4in the TIFB. That way,
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if alternate bids are accepted and an award is made based on an alternate
bid, you could (and must) document the basis for this decision. Here

too, reasonableness and impartiality are the criteria and favoritism
must not be permitted. The most important thing to remember in identifying
and disposing of late or erroneous bids is that all policies should be
documented in writing to all bidders and the general public. Statutes
should and can provide the basic authorities just discussed, but the

need for detailed rules and policies is obvious.

TASK D: Awarding contracts

*Can you name an important task in awarding contracts?

O]
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_ Document the procedures you wilk use, of course. The written pro-
cedures should require that when the contract is awarded, it should be
made in writing to all competing bidders who submitted a bid.

5, WORKING WITH ALTERNATIVE PROCEDURES TO THE BID AND AWARD
PROCESS

, As said before, the sea]ed b1d and award process is generally the
best means of award1ng a contract to a supp11er, however, there are

. *Go r]ght now to your state statute books, and Jocate those statutes
that establish which typeS of purchasing are allowable in your local
government. Check those listed below that are allowed:

__ emergency purchases
single~sourcé purchases
competitive negotiations
petty cash purchases
___blanket order purchases
___cooperative buying
*Now go to your local statute books or local ordinances and‘se: o
you can locate what they mandate as permissable types of purchasing.
Circle any of the above that are permitted to be used.

If any of the above six types of purchases are disallowed in your

government by state or local mandate, you may skip the section below
that is related to it:

A. _Emergency Purchases

Emergencies are the most common spec1a1 type of purchase for which

the bid and award process is allowed to be by-passed. As a genera]

rule, emergency purchases should only be allowed through permission of

the central purchasing officer or someone in a higher position: This

is so that if there are any commodities on hand that can be used an un-
needed purchase is avoided. Central purchasing can also prevent duplicate

purchasing in case severa] agencies want to purchase the same item.

S]nce some purchases are 1mmed1ate emergenc1es, th re shou]d be

special conditions. In such cases, records must be maintained to in-
dicate the types and quantities of items purchased; the name of vendors,
and the disposition of the items. Informal bids should be obtained on
the purchase of an item whenever possible. The emergency purchase record
should be sent to central purchasing for a procedural post audit.
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Single sowrce purchases are made when there is only one acceptable

vendor able to furnish a certain item or service. You, the purchasing
official, with the assistance of the using agency, should have the re-

sponsibility of determining all single source purchases. In doing so,

you should be able to answer "yes" to the following questions:

1. Is the item necessary to the operation of the agency?

2. 1s the product unique and truly one-of-a-kind?
3. Is the vendor selected the only one capablé of supplying the
product?
4. Are there patented or proprietary rights on the product?

~_ You must avoid making single source purchases that result from a
preference for a particular company. You must assure that only one
supplier is able to provide the item that will satisfy the intended use.

A1l reasons for single source purchases must be well documented.

preference for a particular company: You must assuré that only one

supplier is able to provide the item that will satisfy the intended use.

~ You must avoid,mékiﬁéﬁéiﬁé]ébeUfté purchasés that result from a

A1l reasons for éihgiérseurCé purchases must be weiifdQQU@éﬁféa;

Remember that while there is a single source for a product at the manu-

facturing level, there may be multiple dealers which could provide at
least a limited envirenment of competition.

C. Competitive Negotiations

This process involves informal discussion and bargaining to reach

agreement on price and other térms under_a proposed contract. It is.
used in situations where time is a crucial factor; high technology. items
(data processing or communications systems) are involved or when the

purchase is for professional services.

Many believe that the use of negotiation is intended to prevent.

competition or is the same as single source procurement. This is not
true. Actually, some of the principles that apply to the competitive

negotiation processes are_the same as those that apply to the bid and
award process. For example, in competitive negotiations you should prepare
a list of qualified bidders, give public notice of the intended purchase

and solicit qualified bidders. A Request for Proposal_ (RFP) may be used
instead of an Invitation for Bids. The RFP should include a description

of an item or service to be purchased, the specific criteria to be used
in evaluating the bids, and any other necessary information such as __
delivery dates or time frames within which the work must be cempleted.

You also may need the bidder's experience in the line of work being con-
cidered, staff capabilities, and cost breakdown on the proposed price.
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Sealed bids are not used in compefitive negotiations; that is the main

difference between it and the formal bid and award process.

After the above criteria are evaluated but before award is made,

negotiations should be conducted individually with each qualified vendor,
with minutes taken of each meeting. This is to obtain a contract
agreement most advantageous to the government concerning performance,
type of contract, quality, and price. At this time, competing firms'
proposals should not be disclosed to one another, but after the contract

is awarded; its terms and conditions should be made public record.

D. Petty Cash Purchaser

_Any small item needed immediately is usually made as a petfy cash

purchase from a petty cash fund: This eliminates writing numerous orders
and saves time, supplies; and money.: The maximum amount of a petty cash

purchase ranges from $5 to $50, depending on the size of the government.

E. Blanket Order Purchases

‘Blanket purchase orders are used for repeated purchases from the same

supplier. _Instead of issuing a purchase order for each purchase; one order
is issued for a specified time period. The size of the order may encourage
competition.

F. Cooperative Buying -

When several units of government get together to purchase a common
good or service, such_a purchase is called cooperative buying: The
purpose is to obtain lower unit costs by buying larger amounts:

_Each unit of government that is involved must agree to the specifications

of the item, so anticipated requirements of each government are consolidated
and sent out in the IFB. Before you decide to enter your government into a

cooperative purchasing agreement, know all obligations you are assuming, and
make certain it will be to your benefit to purchase under such a cooperative.
 Cooperative buying includes state centralized purchasing, or purchasing

itemns under a state price contract.

*Go right now to your state statute books and locate those statutes

that relate to state price contracts.

Statute #

Description o o
Statute # L o
Description o o )

Know these statutes, and their implications.
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CHAPTER III: PUBLIC PURCHASING APPROVAL

In almost every city or county,; the local elected or chief adminis=
trative official has final approval on all purchases, and in soime larger
governments the finance administrator has final approval. %o matter who
has final approval; a well defined line of authority for review and
approval is necessary. This approval process can be broken down into
six major steps.

1, [ESTABLISHING LINES OF AUTHORITY FOR FINAL APPROVAL OF
INVITATIONS FOR BIDS
2 [NTERPRETING LOCAL GOVERNMENT LAWS REGARDING AWARDS
PROCESS .
3, ESTABLISHING PROCEDURES TO PROTECT AGAINST MALFEASANCE
OF GOVERNMENT EMPLOYEES

4.  [MPLEMENTING REQUIREMENTS UNDER FEDERAL GRANTS

5.  SETTING UP FISEAL CONTROL PROCEDURES
6: DRAFTING A CONTRACT

1. ESTABLISHING LINES OF AUTHORITY FOR - INAL APPROVAL OF
'INVITATIONS FOR BIDS
_ The present proceure for review and approval of Invitations for
Bids within your agency prcbably has been established through state
and/or local statutes.

The norinal process is that; after bids are received, tabulated, and

evaluatec, the lTowest and best bid is submitted to the approval person(s)
for evaluition. If the bid is approved, you should go on and prepare.

the purci=sin

he purci:iing order: If it is not approved, you are usually instructed
to either {a) solicit bids again, (b) choose another bid, or (c) deny
the purcras: entirely.”

The procedure should be checked to instive %that it encoirages the
following: ({a) prevention of bribery, kickhacks, pevsonai ‘*nterest, etc.,
{b) openness; (c) professionalism of ihe people who ars in charge,

{4) efficient organization; (e) effective communicatica, (f) adequate
¢ 'trol,; and (g) coordiration bétween the purchasing official and the

I executive.

criof

e
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i . Remember, it is for your own benefit that Invitations ior Bids are
subject to an approval process. The responsibility for insuring compliance
with written policy and guidelines is taken from you and placed on
those in higher positions. An approval process also allows for better
communicaticn and interaction between you and the chief executive or

chief administrative official.

. Use the process properly and you'll get good results. If it is
allowed to be used illegally, sloppily, or incorrectly, it will hurt

your entire purchasing program.

- *What is the present procedure in your organization for approving

Invitations for Bids?

Bo you think this is the best possible procedure? Yes No
Why or why not? o

2.  INTERPRETING LOCAL GOVERNMENT LAWS REGARDING AWARDS PROCESS

__ Though the responsibility of seeing that Invitations for Bids con-
form to set guidelines and procedures is partly that of the approval per-
son(s) in your government, you as the purchasing authority are usually

given complete authority for making awards. For this reason, you must
be very familiar with all of your government's laws that refer to the
award process.

. *Go right now to your local statute books and find all statutes that
refer to the award process. List each below, describing it in two
SéhtéhCéS or less.

Statute -
5é$cription o
Statute

Description
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~ How did you do? If you had trouble with the interpretation of the
statutes, don't be upset. Many people do! That is why there are people
both - in 1bcél ~and state QOVernment whom you can seek out to help you in

Bﬁt,Méybeﬁybu féé] thét the EXiSting statutes in yo''r government do
not sufficiently cover all necessary areas of the award process. Or _
perhaps you feel that the statutes are too hresthictive. Fither way, it
is your duty to help get them worded properly and neither be too restric-
tive nor too permissive.

. By looking at other local governmental laws, you can get a good idea
of the types of restrictions your local government needs. Seek out pur-
chasing structures similar to your own and observe the type of statutes
they have to control it.

If you do not have good laws, find someone or someplace that does
so you can initiate changes in your own. People are willing to help,
especially your counterparts; so give them a try.

3, ESTABLISHING PROCEDURTS TO PR?TECT AGAINST MALFEASANCE OF
GOVERNMENT EMPLOYEES:
~ Malfeasance 44 misconduet by « ‘ubféc o{é(c(at Suéh miSébnduét can

1nc1ud1ng,spec1f1c statutes dea‘|ng w1th each s1tuat1on gs"1t re]ates
directly to the purchasing process. Let's deal with each type of mis-
conduct Separately.

Conflicts of Interest

A conflict of interest occurs in a contract when the personal interest

of the government employee or official is affected. In other words, if

one of the employees of government who can influence the award of a contract

has seif-interest in it, we must assume that he could not be objective in

its award. In this case, the contract must be determined void.

The f1rst step your government shou]d take to prevent conflict of

interest contracts is to pass a statute which defines conditions under

which a "conflict of interest" exists.

The conflict of interest statute should prohibit certain governmental

individuals from having specific types of involvement, such as conducting

an.outside business and signing a contract with their own agency, or sign-.

ing a similar contract with any government agency. A more stringent statute

would prohibit persons from appearing before a government agency within

two years after termination of employment with them. At a minimum, __

legislators, noncivil service or nonmerit executive personnel, and all

purchas1ng personnel shodld be prohibited from being agents for bidders._

and signing contracts with the government. Relationships with personnel

of businesses selling to the government, including partners, board menhers,
71
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- officers or employees should also be prohibited. (Spouses of those employees
i should be under the same prohibitions.

. Since conflicts of interest can destroy the integrity of the
purchasing process, protection in this area is essential. Eaeh eontract
should be thoroughly examined by you to determine if a eonfliet of -
interest is present. Every contract resulting grom a_conflict of intenest
should be declared void. The public employee responsible should pay the
government a penalty of the amount of his profit plus the amount of any
loss to the government. Other penalties for violating conflict of interest
statutes could be civil damages for three times the 1oss to the government,
criminal penalties of a minor felony, removal from office, or a permanent

bar from holding office or employment with the government.

 Remember that even if a contract involving a conflict of interest
might be most advantageous for the government, it is still not-right.

It still must be declared void. A contract should also be declared void

even if the public employee who holds the interest disqualifies himself.
Just because he disqualified himself from acting on the contract does

not mean he cannot influence other persons actions on it.

Kickbacks and Bribes

The types of offers that should be included in a statute definition

= of kickbacks and bribes are promises, obligations, contracts for future

‘ reward; gratuities; contributions, loans, reward rebates, gifts; money, .
or other things of value. [t should be presumed that when an interested
party makes any gift to purchasing personnel, the gift is made and

received for the purpose of influencing purchasing decisions.

Acts of givding and/on accepting something of value to Lnflucice a
conthact awanrd should be cniminal vffenses whethen the exchange (8 Lin-

tended or not and the contract influenced should be decfaned void. The
government employees involved should.be held financially liable for any

losses to the government because of the bad contract. In many local
governments, government officials and employees who can influence awards
are bonded so the government can recover from any financial damage if

they should accept a bribe or kickback:

. Again, any contract involving a bribe or kickback should be declared
void; and the government should also he released from any other current
or future financial obligations to the firm. However; if the firm can
prove that the agent who initiated the kickback or bribe acted entirely
on his own, without the management level being involved, then the firm
should be allowed to continue its business with the government.

Ignoring Statutory Requirements

— ~If a using agency or purchasing agent ignores the purchasing laws
‘ and/or rules, the situation may not seem to be as bad as a case of
bribery or conflict of interest. So when such unlawful practices are

e
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discovered, they are sometimes not punished, and the problem repeats

itself: If this occurs, the purchasing system will really have problems.
For instance; if you as a purchasing agent or one of the using
agencies order an item without going through the proper channels,
makes emergency purchases in non-emergency Situations, or makes many in-
dividual petty-cash purchases in the place of one large purchase under
competitive bidding, problems can begin to develop. And if a constant
practice is made of this without any reprimand; your total purchasing
system is threatened:

E If an illegal purchase is discovered _before payment, the person re-
sponsible must be given a firm warning. If the illegal purchase is not
discovered until after payment has been made, a strong reprimand from
the legislature, board, or chief executive should be in order. This will
not solve the problem but will prevent it from happening again.

I, :PLEMENTING REQUIREMENTS UNDER FEDERAL GRANTS

- <he important responsibility that you have as a purchasing agent is
assuring that reduirements under federal grants are effectively imple-.
mented: Depending on your federal grant involvements, this may include
determining needs, submitting proposals; managing programs, or writing
quarterly repoits.

. In impiementiny pir.g.ams under federal grants, achieving program
objectives should be given the most emphasis but unless you also place
importance on guidelin<: :nd requirements, you will lose your program
entirely.

Control of federal grant requirements should be written into your

purchasing system's organization. You, or one person designated by you,

should maintain control of all federal proposals, grants, and operating
programs.

5.  SETTING UP FISCAL CONTROL PROCEDURES
_ Most fiscal control procedures were discussed in Chapter I: “Central
Purchasing." :

*Can you remember two of the procedures suggested for control of
purchasing? .
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The procedures suggested were:
1. Using agency data for identifying anticipated purchases and
their quantities
2. Budget data for controliing forecasted needs on a long-term
basis
3. Management {nfonmation systems for evaluating information on
past purchases

.. After you gather information concerning past activities and future
estimates; it is best to analyze your present codt-savingsd. This will
give you information to determine if volume=buying would be more
efficient for your agency than spot-purchasing.

Volume-buying, when compared to spot-purchasing, does not invariably
result in savings. First, your suppliers may not be able to accommodate
this type of purchasing. Second, since volume=buying initially requires
more _planning and coordination than a single spot-purchase, added _pur-

Chasing costs must be considered in volume-buying. Third; even if you do

set up a volume-buying system, there will be many items that still re-
quire an individual purchase. It is, therefore, necessary to weigh the
anticipated costs associated with each method and determine where the
most savings are realized:

Two widely accepted methods used by most local governments for volume
purchases are teun contracting and scheduled buiying.
Tonm coiittacting establishes a source of supply for a designated time.

tost Tocal governments allow contracts to be made for a definite or

iiefinite period of time as well as for a definite or indefinite quantity
of items. Term contracting can reduce administrative costs; the purchaser

also can avoid repetitive activities involved in issuing Invitations for
Bids on Lhe same or similar items, and in receiving, controlling, and
evaluating the bids. ‘er: contracting permits handling larger volumes of

purchases with fewer personnel and reduces or eliminates problems and
costs of maintaining inventories.
Scheduled buying appears to be a spot, or one-time purcnase, but the

item is purchased in bulk for all_agencies at specified intervals through-
out the year. Purchasing intervals are established according to using
agency consumption patterns (considering warehousing capabilities and
seasonal factors).

____The decision whether to use term contracting; scheduled buying, or
another purchasing procedure depends upon several factors: the type of
commodity to be purchased, what it will be used for, and how accurately

you can determine the quantity required.
~_*What typc of item should be bought under term contracting, und. .
scheduled buying? __.. . -~ o
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Items which are usually required year-round and used among all

agencies should be bought under team-contracting; items required on a

seasonal basis or which have a nonconsistent use are more suited to
scheduted buying.

6. DRAFTING A CONTRACT

 Once a purchase award has been approved; it is the purchasing agent's
responsibility to begin an “"approval process" on the drafting of a contract.
Drawing from the information in the specificatijons, the IFB, and purchasing

agency's policy, the purchasing agent should sit down with his legal advisory
person to draw up the legal contract:
Once the contract has been written; a “contract sheet" showing

the vendor; contract items, prices, terms, and other pertinent provisions
should be sent to each agency or division concerred. A copy of the
contract sheet should also be filed in central purchasing.




CHAPTER IV: INSPECTION AND TESTING PROCEDURES

Inspect1on and test1ng proeedures 1nc1ude 1nspect1ng items to deter-

mine whether they have been received in proper quantity and condition and

conform to agreed specifications: A formal inspection process; centrally
controlled and with uniform rules and procedures should be established
for three reasons:

1. To assure thé proper quant1ty of goods received

2
3. To reduce the poss1b111ty of collusion (secret agreements)
between suppiiers and receiving personnel

The total 1nSpect1on and test1ng process can be broken down into
four basic functions:

1. DRGANIZING THE INSPECTION PROGRAM
2, PuBLISHING AN INSPECTiON MANUAL

BT F ESTABLISHING CONDITIONS AND WRITTFN PROCEDURES FOR
SERVING COMPLAINTS AGAINST SUPPLIERS

b, CoORDINATING TESTING OF SIMILAR ITEMS AND SHARING
TEST RESULTS

1. ORGANIZING THE INSPEETION PROGRAM

77777 Some larger local. governments have, as part of the central purchasing
authority, special teams who inspect goods received. Such a staff should

be kept separate from the purchasing agent and specification staff. This

segragation of duties will provide a check in the system and prevent any

favoritism in item selection and evaluation.

A _central 1nspect1on staff is probably the most effective method

of inspecting items but not usually the most efficient in smaller units

of government. In smaller units inspection functions should be ‘given

the using agencies with central purchasing making spot checks in unusual
circumstances: :

No matter where they are located the receiving personnel should

have ready access to data pertaining to purchased items. For instance,

they must have access to an item's specifications.in order to decide if
deliveries confoii to requirements. They should also have all copies of
award documents so they can effectively plan their inspections.
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If at all possible, receiving personnel should have separate testing

facilities for most of their product tests. Sometimes arrangements can
be made with local colleges or universities to do some of the testing. For
food items, some governments use the facilities of the U. S: Department

of Agriculture. Tests can also be run by local or regional private
laboratories in case of real need, but that is usually quite expensive.

2. PuBLISHING AN INSPECTION MANUAL

An important consideration for insuring that thorough inspectiens

will be conducted is setting forth procedures, responsibilities, and

standards either in a separate inspection manual or as part of the
purchising procedures manual. The manual should include discussion of
the following factors:

1. Inspection techniques
Equipment to be used

Facilities available for outside testing

. W, N

Detecting and handling nonconforming deliveries
5. Dealing with damaged goods and obvious discrepancies

6. Checking for and managing late deliveries

3. ESTABLISHING CONDITIONS AND WRITTEN PROCEDURES FOR
SERVING COMPLAINTS AGAINST SUPPLIERS

~ Complaints should be served against suppliers under the following
conditions:

1. Nonconformance with specifications
2.  Moncompliance with contractual terms and conditions
3. Dissatisfaction with any other factor of performance

Such complaints should be recorded and referred to central purchasing
and then resolved with the supplier. There are two methods of resolving

the complaint: the inspector can contact the supplier directly; or he

can report the situation to the purchasing agent, who then initiates

contact with the suppliér. Both methods work well if used appropriately:

Oiié of the best methods of having the complaint resolved is to give

the supplier a specified number of days to perform according te the
contract. If he does so, an information report should be sent to central
purchasing; and if further action is necessary, the purchasing agent
himself contacts the supplier. Sometimes when a supplier doesn't live

up to his promises, it is necessary to revise the delivery schedule,
cancel the contract, or initiate a new purchase action. A written notice
to the supplier or even removal from the bidders 1ist may be necessary.

. H;z’}sz ?7' :




_*Now see if you can 1ist what should be included in a iéttek of

complaint to a supplier.

1

2.

3.

PM
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The things that should be included in a letter of conziiint are:
1. Reason for complaint

2. Number of days allowed the supplier to comply witi tig

requirements

3. Consequences of the supplier's roncompliance (remova’ .7
the bidders 1ist, canceliation of the contract, etc.)

4, COORDINATING TESTING OF SIMILAR ITEMS AND SHARING TEST
RESULTS

_If your government buys many items similar to those purchased by
other governments; a coordinatad testing program would be beneficial
to all: _Combining your rescu: -35; especially the testing facilities,
would not only assist smaller governments that do not have certain
facilities, but would also eliminate much duplication among those govern-
ments that do have them. Uniform testing procedures can easily be ,
developed from standards. Such coordination is very practical, but not
very often used.

Again, the following national organizations have an interest in
uniform inspection and testing programs:

National Purchasing Institute, Inc.
P.-0. Box 20549 S
2189 Bellaire Boulevard, Suite 209
Houston, Texas 77025

National Institute of Governmental Purchasing, Inc.
1001 Connecticut Avenue
Washington, D. C. 20036

*Can you 1ist any organizations in your state, or even locally,

that have an interest in uniform inspection and testing?

Staté - - .

Local o

_ There should be at least one or two. Contact them and let them help
you to coordinate your inspection and testing programs.
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CHAPTER V: ~SURPLUS ITEMS DISPOSITION

~ Surplus items are those in excess of present and near-future needs,
but are still useful and should not be labeled "scrap." An item becomes
surplus for three reasons:

1. It's use is decreased.
2. It is replaced by a newer item.
3. A program is changed or discontinued.

D1spos1ng of surplus items is closely related to acquiring the items

and managing inventory on them. The total disposition process can be
broken down into two functions:

1. IDENTIFYING SURPLUS ITEMS
2, ESTABEISHING METHODS FOR DISPOSITION

Het

. IDENTIFYING SURPLUS ITEMS

In order to effeéfivé]y d1spose of 1tems, 1mmed1ate jd~ntification.

of surplus and scrap is necessary. If identification is del.yed, storage

and maintenance costs and possible deterioration of the items can result.

Sunplus items can be cdentcﬁce& best thnaugh the Lnventony paocesa
Central purchasing should per1od1ca11y inventory the stock of all usinc
agencies to discover any excecss. : Some local governments let each using:
agency determine excess items. This works very well if the using agencies
are given some incentive not to hoard items for possible future use.

An incentive to give them for instance, is purchasing credit for any
items they re]ease that are sold.

i Regard]nss of the p&oceéé you choose for dec]ar1ng 1tems surp]us
(and differentiating between Surplus and scrap), 4et it fonth Lin wriiting.
In the writing process, establish close coordination between central

purchasing and each using agency:
2. ESTABLISHING METHODS FOR DISPOSITION

__The method for disposing of an item is dependent upon three things:
whether it is determined surplus or scrap; its nature; and the needs of
other agencies in relation to it. With all of these factors considered,
the item may be trhansferned, trhuded in, s0&d, orn destroyed.

11.2.55 80




PCPLG

frans?ér

Tkatherr1hg jtems no longer needed in one agency to another agency
need1ng them is usually the best way to dispose of them. Such a method
is, of course; most efficient in the larger units of government, since
all items tc be transferred must go through a systematic procedure within
central purchasing.  For a relatively large unit of government, for
instance; the procedure may include processing all ~requisitions through
surp]us items and ?want 11sts" among,us1ng agencies. A want 1ist should
show what items using agencies need but can't afford, and should be main-
tained by the surplus and scrap section.

Transfer of surplus items can result in considerable savings when
you use your imagination to find new functions for items. For instance,
oné using agency may have some equipment that is technclogically obsolete,
but could be used in another agency for teaching purposes, or even broken
down into parts for a variety of other uses.

~ *Go now to your state and local statute books and cite any legislation
controlling the transfer of surplus property, either in-house or among
other local agencies.

Statute S

Description I _ .

Statute S o )

Description P _ S

Are intergover. mentai trnansgens allowed in your QOVernmental unit?

They can be very helpful if they are. Some governments even keep 1lists

of pr._ i :%es for transfer or sale to another governme)t or to tax-supported
activ: u,n.th1n the state. They also may keep want 1ists on these other

units: ~11 of this is a very good example of intergovernmental cooperation.

Trade-ins_-

Trad1ng in an old item for a naw is sometimes p0551b1e, but almost

never an efficient method of disposal. Though it is an easy method,_the
total value of the item is usually not realized. Experience genera]]y

produces a better return than trade-ins:

If you want to call for a trade-in on_an obsolete item for a new one,

indicate so in your Invitation for Bids. -This will allow suppliers to make

bids with and without the trade- 1n, and the best trade-in offer can then
be compared with the obsolete item's expected sale price.




Sale

 The sale of surplus property or scrap is probably the best method for
its disposal. The government does not sell surplus and scrap as a . .
public service venture, but to get the best value it can for obsolete items.

The government should make it clear to all buyers that it makes no
guarantees for items sold. The governme:t, in all fairness, _should de-
scribe the conditions of the items and list known defects. ' Beyond that.
it should be made clear that responsibility rests with the buyer. Condi-
tions of sale should be published in advertisements and in notices posted

at the site of the sale: Such conditions should include:

1. It is the buyer's responsibility to remove the items within a
reasonable time after purchase:

2. The government provides no guarantees or warranties and assumes
no responsibility after items are sold.

3.  Known defects are listed, but the government makes no claim

that all defects have been identified. No sale will be made invalid due

to defects discovered later:

~ There is one basic technique used for the sale of scrap--separating
scrap into its component parts; and there are two techniques used for
the sale of surplus items--auctions and sealed bids.

_ Safe of scrap  The most profitable technique in selling publicly
owned scrap material is separzting the scrap into_its component parts.
This is sometimes an involved process, but the sale of components will
often bring a much higher return; and such a method will make it easier
to sell any surplus property as scrap.

. Sake o4 sunplus items through auctions Holding auctions can be
very profitable in-selling surplus items. _Auctions should be advertised
to the general public and sometimes directly to government employees.
Items can be inspected either at the auction site or &" *Ye user's
location. - Other types of information on an item can &..u be provided,
for example; describing the condition of equipment, giving odometer
readings of vehicles, or providing pictures of the items. It is best to
hire an auctioneer to handle the proceeding--for one price he will
usually tag items,; auction them; and record their sale.

Sake of sunplus items through sealed bids Most surplus (and some
scrap items) can be sold by sealed bid, a method very similar to

purchasing through sealed bids. Bid 1ists are kept by commodity; and

public notice of each sale is made. Interested parties must be given the

opportunity to inspect items for sale, and descriptive literature

on the item should be made available. A date is set for public bid
openings, and the government should have the right to reje-t bids.
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 *hame three methods for disposing of waste or. siurplus items. (These
were civered in the last chapter on Surpius Items Disposition.)

- *How was your memory? Check back with Chapter V, page I1.2.55 to
find out, and perhaps you will want to reread the section.
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CHAPTER VI: WAREHUUSING

Warehousing is the process whereby you receive, store, and disburse
repetitive use and surplus items. It is actually inventory control in a
central geographic location: keeping inventories in balance; eliminating

multiple locations of the same commodity; and creating a central depository
for all using departments. Warehousing has the potential of cutting
overhead costs; making materials available when needed, and reducing

complaints from using departments on services.

 Not all Cocal govermments would bonefit §rom a wanchousing sustem,

but the percentage of those now using warehousing should definitely be

incre¢ied. Any jurisdiction with a population of 50,000 or mor¢é and

responsible for operating its own electrical, water, and sewer facilities

would experience savings of many kinds by using d warehousing system.

Without the named utilities; 100,000 would probably be the population

criterion; with one or two of the utilities; 75,000 would be the critérion.
‘The total warehc  ng process includes a variety of activities, which

can be broken down into two basic functions:

~1i  RECEIVING. STORING, AND DISBURSING ALL REPETITIVE USE

ITEMS

2. RECEIVING, STORING, AND DISBURSING ALL SURPLUS

OR SCRAP

1. RECEIVING, STORING; AND DISBURSING ALL REPETITIVE USE I1TEMS

. This is the main function of a warehousing program--receiving; storing,

and disbursing repetitive use items in a centrnal Locativin: This reduces

inventory costs and overhead costs, makes materials available when needed,

and lessens personnel required to handle complaints, etc:

. If you do not have a good system of receiving repetitive use items;
even efficient buying, sound specifications, and economical quantity

purchasing will not save your purchasing program. A specific person(s)
within the warehouse should be designated the responsibility of receiving

and inspectirg all ' operty and services purchased: Repetitive use items

are subject to the seme inspection as ordinary goods received--at the
central purchasing authority or at each using agency. If they fail to

(1) meet contract specifications, (2) meet performance reguirements,
(3) be in good condition when delivered; or (4) conform to samples
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previously submittec; they should be rejected. Notice or rejection

should be given to the vendor within a reasonable time by the warehouse.

A1 requirements that apply to inspsction and testing at the user

agency level also apply to the warehousing system. That is, receiving

personnel should be provided with specifications for goods received;
inspections may be done at outside agencies, and all complaints against
suppliers should be justified in writing.

TASK B: Storing and disbursing repetitive use ite s

- Storing items in one central warehouse helps keep inventories in
balance, lets items be available when needed, and eliminates small stock-
rooms all over the area.

Again, one person or group of éé?géﬁsfgﬁdﬁidrbe assigned to control

inventory and central storage within the warehouse:

, ‘The initial step that should be taken in establishiing an inventory
control system is to set up a workable "group ciassification" system of
stock storage which coexists with requisitioning and purchsing. Supplies
should be grouped with stock numbers assigned to each greup and to each
jtem. For example: paper, erasabfe bond, stock humber £0:P-456.

" Once this system has been set up; all your supplies will be ready
for emergencies--shortages, oversupply lost items, etc., and you will also
have a good control on everyday activities--receiving, meeting requiests,

and distributing. But you can't abandon: the system once you have set it up,

or your goal of efficiency won't be reached.

 First, cver ‘“ransaction must be hrecorded as soon as it oceuns. If
not, it couid be  ‘orded incorrectly or be completely forgotten. Also;

if items are di ‘sed and the transaction is not recorded, on-hand

inventory wili  g¢ - to be greater than it really is, and late-ordering
will insure immediate recording of transactions. Use of such terminals
also reduces the amount of -ita to be recordad, provides an immediate

check on the validity of the entry, and jus* about eliminates transaction
errors.

Second,; in Zaking £ﬁvéhtbhg5,alwayé covat and don't make guesses:

Attach stock bin cards in a visible place on all bins. On the bin card,
‘have columns for receipts; issues, remaining balance, and the date. This
allows the storekeeper to tell at a glance whether sufficient stock is.

available to meet a requisition. You can also keep a stock record card

in a central file for “planning and control," but this does allow for
more chance of error.

2. PECEIVING, STORING. AND DISBURSING OF ALL SURPLUS OR SCRAP

Th- same principles of "surplus items disposition" used by the central

purchasing authority also apply to warehousing. The only difference is that

a more strict method of recorckeeping should be applied to all waste or
surplus items disposed of in a warehouse. B
S5
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CHAPTER VII: APPENG.XES
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APPENDIX 1: SPECIFICATIONS

SPECIFICATION: Paper, Toilet Tissue (Institutional and Industrial)
KENTUCKY STANDARD NO: 8540-1

1.  SCOPE

1.1 This specification covers two (2) types of toilet tissue.

Agencies are to supply Supplemental Data to this specification

as specified in 6.1

2. 2.1 This specification covers the following types:
Type 1 - Single-Ply Roll Tissue
Type II - 2 Ply Ro11 Tissue

3. REQUIREMENTS

2.1 Material - The toilet tissue shall be made from clean pulp;

sha1]1 be unglazed, soft, clean, non-abrasive, and of even

formulation; free from slivers, dirt breaks, wrinkies; holes; .
and such other imperfections as would affect either appearance
or serviceability or both; shall be rectangular without ragged

or irregular edges; shall heve a maximum of O percent ground-
wood fiber. Tissiue shall b: doemed safe for use in septic

tanks anu mist readily brea’-up in water when agitated. It
chall be the manufacturer's tirst-line product.

1.2 Physical Characteristics, Type I
Type I - Paper, Toilet Tissue; Facial Quality; Single-Ply Roll,
White, Sheet Size 4%" x 4%", 1000 Sheets Per Roll, 96 Rolls

Per Case, Individually Wrapped, Standard Core:

Ro11 Consiruction - Roll tissue shall be evenly and tightly

wound on a stiff_round paperboard core having-an inside :
diameter of 1-3/8 to 1-3/4 inches; sufficiently rigid to prevent

collapse under ordinary conditions of transportation and usage.

Brightness of Paper - Shall be a minimum of 68% (Test Method
T452, Federal Specification UU-P556)

§7
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‘ 3.2 Physica’i Characteristics, Type I (Continued)
Basis We1ght = Shall be a minimum of 11.0 1bs.

S1ngle-P1y Perforat: ‘on - T1SSHe roll shal] be perforated at no*
Tess than 4% inch nor more than 4-5/8 inch intervals and

shall average not less than 4,500 inches per roll (1000 sheets
perforated at 4% inch intervals_or 1,060 sheets perforatad at
4% inches). No single roll shall be less than 4,375 inches in

length.

3.3 Physical Characteristics, Type II

Type II - 2 Ply, Bleached, White, Sheet Size 4%" x 4%",

500 Sheets Per Roll, 96 Rolls Per Case, Individually Hrapped
Standard Core.

Ro11 Constructiori = Roll tissue shall be evenly and tightly
wound on a_ stiff round papéerboard core having an inside

diameter of 1-3/8 *o 1-3/4 inches, sufficiently rigid to prevent
collapse under ordinary conditions of transportation and usage.

Basis Weight = Shall be a minimum of 9.5 1bs.

2 Ply Perforation - Tissue roll shall be perfoiiied at not less
than 4-3/8 nor more than 4-5/8 inch intervals and shall average
not less than 500 double-ply sheets per roll and no single roll
shall contain less than 4&8 sheet-

Brightnass of Paper - Shell be a minimum of 68% (Test Method
T452, Feceral Specification UU-P-556).

4.  “AMPLING, INSPECTION AND TEST PROCEDURES
4.1 Sampling - A sample package shall be furnished for each type

asked for 1n the Invitation to Bid.

4.2 Inspection - As Required

4.3 Testing - Shall be performed by practical application.

5.  PREPARATION FOR DELIVERY
5.1 Packaging

5.1.1 Each individual package shall be firmly wrapped to
resist deformity in hardiing.

5.1.2 Shall be packaged ard packed according to the manu-=
facturer's practice in a manner acceptable to common
carrier for safe transportation to destination as
specified.
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5.2 Marking - Unless otherwise specified; shipping containers shall
be marked with the name of the material, the size, type, and
quantity contained therein a< defined by the contract or order
under which shipment is made, the number of the contract or
purchase order.

5.3 tabeiihg - Shall show prodUCt name and address of manufacturer.

6. MNOTES
6.1 Supplemental Data - Requisitioning Adency shall specify the
following: _ o o
Type and Quantity

6.2 Only established branded prodiucts that meet or exceed the
quality level of the approved brands listed herein shall be
considered for inclusion in this Acceptable Brands List.

6.3 Only registered manufacturer's brand names will be considered.
Private brands will not be considered.

6.4 Specifications - Additional copies of this specification may
be obtained by writing to the Standard and Specifications
Section, Division of Purchases, "ew Capitol Annex, Frankfort,
Kentucky 40601.
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INVITATION TO BID

PFBjeEE #2139 Date Issued: March 1, 1977
Vendor . Parker and Sons; Architects Bid opening date: May 14, 1977
Name and Second Street o

Address: Lexington, Kentucky Time: 10:00 AM.

Phone: 606-252-4031 Location: Room 208

Sea]ed b1ds must be received
by this date.

You 2w 1nv1ted to b1d on the f0110w1ng

300 feet in diameter, 1nc1ud1ng e1eetr1ca1 work and p]umb1ng

Terms and conditions:

1. Bias must be mailed or delivered to the Board of Commissioners, First

Nat10na1 Bank Bn11d1ngJ Box 2123, Jonesville, Kentucky, 42301.

2.  Bids fust be submitted in ink or on a typewr1fer and s1gned in ink; they
must be presented in a sealed enve]ope with ¥'+ °~ ° -umber and Date of opening
written in the lower left-hand corner. '

3. _Any company failing to respond to tws c. cive invitations or four
courtesy responses may, at the discreticn of «, board, be dropped from the

bid 1list.

4. A1l proposals rmust be on a lump Sum _ basis. Please quote your single best
net price. Bids must be firm containing no escalator clauses .

5. Delivery date is October 1, 1978

6. Bid bond in the amount of five percent of the proposal must
accompany each proposal. ’

7. Any product delivered that does not meat specifications as approved

by the Board, or does not produce the effect required, shall be returned

at the company's expense. And the company shall refund to the city any

money which has been paid them for the product.

8. The Board of Comm1ss1oners reserves the right to accept or reject any

bid according to the best interests of Jonesville. A bid may be awarded i
part or whole according to the best interests of Jonesville.

30
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Acquisition program==Acquirini, of marerials by purchssess should encompass
planning and scheduling, dzs:gning Irvitations for Bids, soliciting
bids, receiving, opening, &. ¢ evaluating bids, making awards, ex-

pediting, and contract admin stration:

Alternate bid=-A bid submitted in knowing variance from the specifications.

Such a bid is only acceptable when the variance is deemed to be im-
material.

Award--The presentation of a purchase agreement or contract to a bidder;
the acceptance of a-bid or proposal.

Bid=-The instrument by which a supplier presents item specifications
and prices for a buyer.

Bid and award process-The process of seeking out a product and buying it.

Bid-award file--A file that is divided into commodity and item sections.

sach of which contains 1istings of who was solicited for individual
bids, what each response was, and other jnformation. The bid-~award

file is L ad to compare past bids for award patterns that might

reveal collusive agreements or to make other comparisons of data.

Bid bond--An insurance agreement in which a third party agrees to be

liable to pay a certain amount of money in the event that a specific

bidder, if his bid is accepted, fails to sign the contract as bid.

Bid deposit--A sum of money or checks deposited with and at the request
of the government; in order to guarantee that the bidder (depositor)
will, if selected; sign ths contract as bid. If the bidder does not

sign the contract; he forfeits the amount of the deposit.

Bidders 1ist--A list maintained by the purchasing authority setting out
the names and addresses_of suppliers of various goods and services

from whom bids, proposals, and guotations can be solicited.

Bréﬁd7ﬁ§@§ﬁ$bééifﬁtétioh:;h,specifﬁééfi@ﬁfﬁﬁégfﬁités a brand name, model

number; or some other designation that identifies a specific product

as an example of the guality level desired.
Budget data--Information contained in an annual buddet submitted by using

agencies and approved by management.
Central purchasing authority=-The administrative unit in a centra’ized

purchasing system with the authority, responsibility, and control of
nurchasing activities. ~ 4
1
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Collusion--A secret agreement or cooperation between two or more persons

to accomplish a fraudulent, dece1tfu1, or unlawful purpose.

is bought or sold; any moveable or tangible thing that is produced or
used as tiw subject of barter of sale.

Commod1ty-—An article of trade, a moveable article of value, someth1ng that

Commod1ty classification group1ngs--Group1ngs, each repr@sent1ng a part1cu1ar
function with which a group of products is commen]y associated;

Competitive bidding--The offer of prices by ]nd;v1dua1s or firms compet1ng

for a contract, privilege, or right to supply specified services or
merchandise.

usua]]y of a techn1ca1 nature; whereby qua11f1ed supp11ers are
solicited, negotiations are carried on with each bidder; and the

best offer (in terms of performance; quality of items; price, etc:)

as ]gdged against proposal evaluation criteria, is accepted; negotiated
awar

Conditions of sale--A Statement containing conditions of items and 1ist
of known defects for something to be sold; makes clear that
responsibility for inspection rests upon buyer.

Cost-savings analysis-=The process of evaluating the difference between
spot purchasing and volume buying.

Design specifications-<=A purchase specification delinéating the esséntial
characteristics that an item bid must possess to be considered for
award and so detailed as to describe how the nroduct is to be manu-
factured.

Disposition--Acting to remove from the premises; and control of a using
agency goods that are suvplus or scrap. Dispusition can be accom-
plished by transferrinc. celliny, or destroying the goods.

Emergency purchase—-A purchase made witiout fo110w1ng the normal purchasing
procadure in order to obtain goods or services quickly to meet an

emergency.

Emolument--The returns arising from office or omployment usually in the

form of compensation.

Erroneous bid--A miscalculation in composing a bid resulting in an in-

correct price or other term which ma, affect the bidder's eligibility

to be awarded tiie contract:

Exped1t°--To haacen or to assure de11very of gu::ds purchased in accordance

with 2 time schedule, usually by contact by the purchaser with the
vendrr.

Fixed price contract--A contract which provides for a firm price under

which the contractor bears the full responsibility for profit or Joss.

|
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Group classification system--A system whereby supplies are grouped with
stock numbers assigned to each group and to each item.

Informal bid==An unsealed competitive offer conveyed by letter, telegram,
telephone; or other means.
Invitation for Bids=-A request, verbal or written, which is made to

prospective suppliers requesting the submission of a bid on commodi tiés
or services.

Kickbacks=-Acts of giving or accepting something of value to influence the
award of a contract.

Late bid or proposal--A bid or proposal which is re.ziv.i at the place
designated in the Invitation for Bids after th: “rur establishad by
the invitation as the time by which all bids or proposals must be
received.

Letter of complaint--Writ.- _:ocedure for serving coiiziaints against
.suppliers.

Liné item==A procurement i... specified in the Invitation for Bids for
which the bidder is asked to give individual pricing information and
which, under the terms of the invitation, is usually susceptible to
a separ:te contract award.

Lines of authority--In purchasing, the procedure for reviewing approval
of Invitations for Bids within an agency-established through state

and/or local statutes:

List price--The published price for an jtem that a vendor uses for in-

forming customers and potential customers.
Malfeasance--Misconduct by a public official.

Management information system--Reporting system showing items and
quantities bought in the past.

Market information files--The files on supply sources.

On-hand inventory--Supplies in stock.

Perforuance specifications--A specification setting out performance re-
quirements that have been determined to be necessary for the item
involved to perform and last as required.

Prequalification of bidders--The scréening of petential vendors in which
a2 goverament considers such factors as financial capability,

~eputation, management, etc., in order to develop a 1ist of bidders

qualified to bid on government contracts.

Procurement--The process of obtaining goods or services; including all
activities from the preparation and processing of a requisition,
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through Féééﬁﬁf,éﬁﬁféﬁﬁf@véjfof the final invoice for payments.

The acts of preparing specificz“ions, making the purchase, and
administering the contract "+ = ~lved.

Purchase order--A purchaser's docu.eit used to formalize a purchase
transaction with a vendor. A purchase order, when given to a vendor,
should contain statements as to the quantity, description, and
price of the goods or services ordered; agreed terms as to payment,
discounts, date of performance, transportation terms and a}l other
agreements pertinent to the purchase and its oxecutian ¥y thé vendor.

Acceptance of a purchase order constitutes a co-t=~a i,

Purchasing agent--An administrator whose job includes soliciting bids

for purchases and making awards of peichase contracts; buyer.

Purchasing official--The administrative official who most directly over-

sees the activities of purchasing agents and those other aspects of

property management that are joined as separate or subordinate

sections under individual administrative control.

Purchasing manual--A formal collection of instructisns relative to

procedures to be followed by all parties when making use of

or dealing with the purchasing department in procurement actions.

Qualified bidder- -A bidder determined by the government to meet minimum

set standaras of business_competence, reputation, financial ability,
and product quality for placement o. the bidders 1list:

Regional bidding=-A bidding process whereby deliveries are made to widely
scattered points or the requirements are of a local nature. In
such a process, the bidders 1ist is divided into needing geographic
regions.

Request for proposal(RFP)--A request for a bid on commodities or services

which is made to prospective buyers in competitive negotiation.

Rotational bidding--Invitations to bidders which are sent out on a
rotational basis; each bidder gets a bid over a period of time.

Scheduled buying--A purchase for which a bid opening date is pre-
scheduled so that using agencies' requirements for thke period
covered by the contract can be gatt.c.ed and combined for the
invitation for Bids.

Sealed bid--A bid which has been submitted in a sealed envelope to prevent
dissemination of its contents before the deadline for the submission
of all bids; usualily required by the pirchasing authcrity on major

procurements to ensure fair competition among bidders.

Single -source procurement--An award for a commodity which can only be

purchased frem one supplier, usually because of its technological,
specialized, or unique charectier.
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Spot purchase--A one- time purchase made in the open market out of
necessity or to take advantage of a barga1n pr1ce

respons1b1]1t1es, fac111t1es for production, distribution and
service, and length of time successfully in business; used to pre-
qualify bidders.:

Standard specification--A specification established through a standard-
ization process to be used for all or most purchases of the item
1nv01ved

Surp]us property--lnventory not requ1red by onée us1ng agency or any us1ng
agencies at the present time or in the foreseeable future.

Tabulation of bids--The recording of bids and bidding data that was
submitted in response to a specific invitation for the purpose
of comparison; analysis; and rec~~d-keeping.

Term contracting--A technique in whicli a source or sources of supply are
established for a specified peri:d of time, usually characterized
by an astimated or definite mini:.um quantity, with the possibility
of additional requirements beys-d the minimum, all at a predetermined

Test1ng <A phase of inspection inve ving the determinaticn by technical
means of the phys1ca1 and cheriical properties of items or compounds
thereof, requiring not so much the element of personal judgement
as the application of recoarized and established scientific

pr1nc1p1es and procedures.
Usi..g agency--A unit of government that requisitions items through
central purchasing.

Vendor buy1ng--Purchas1nq in large quant1t1es in order to reduce the

price per unit; volume purchas1ng

within the1r own budget

Warehousing--The vocess,whereby repetitive use and surp]us items are
received, stored, and disbursed from a central geographic locatior.
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PURCHASING MANUAL

POST TEST

" The attached questions directly relate to the information contained
in the Purchasing manual you have just completed. Please answer each
question to the best of your ability by circling the correct answer.

You can check your answers with the answer sheet in the appendix.
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PURCHASING EVALUATION QUESTIONS

1. A "qualified bidder" is a bidder who:

a. Represents a nationally advertised product
b. Is_determined by the purchaser to meet minimum set standards
) and is placed on the bidders list
(o Has met the requirements of federal bidders standards
d. Has a mln]muqufff1ve years experience with the product on
which he is bidding
2 There are two 01fferent views concerning government purchasing

bidders list. One view is that bidders should be prequalified for the

list. The other is:

[+TH]

The purchaser decides on his own who he does and does not

. want on the list

ol

aol

3. Name
bidders:

a0 o

Any interested supplier who submits an application is automat-

ically included on the list

No real list is maintained

A bidder is only put on the 1list after he makes a bid for a
product

the steps that should be included in the prequalification of
(Ehoose 3)

Establish a standard app]tcat1on form :

Discourage unqualified bidders from: app1y1ng

Set forth evaluation policies in writing :
Insure that the_evaluation policies are kept conf1dent1a1 :
Notify the supplier in writing if he has been accepted for the
list

4, The process of rémoving bidders from the 1ist should includé which

a.
b.
c.

d.

_ of the fo110w1ng steps? (Choose 3)

Estab11sh1ng a vendor file.
Documenting a bidder's performance failure
Informing the bidder in writing that he will be removed from

the list
Informing all other bidders of the bidder who was removed

100
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5. The usual procedure for Feinstating a bidder to the Tist should

include which one of the following?

a. The bidder submits evidence that he has cured the problem

, causing.his removal : : ; o

b.  The bidder and the purchaser have a formal talk and come to

) a compromise .. S o

c. The bidder cannot be reinstated to the same list from which he

- was removed; he must be placed on a new list

d. Under no circumstances can a bidder be reinstated to any list
once he has been removed

6. A major function of maintaining the bidders list is to:

a. Keep it organized into commodity codes

b. DBelete bidders -

c: Continually seek new sources of supply

d. A1l of the above
7. In some local governments, the bidders 1ist includes only the name,
address, and commodity category of each vendor: In other places, where
prequalification is used, detailed questionnaires are kept on file which

include which of the following pieces of information? (€hoose 3)

Length of time successfully in business

Commodity category

o0 oW
hmal
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8. "purchase specifications" are:

(')

The technical éﬁﬂfﬂé§é?iﬁéi9érEéqdi?ements of a product. and

} its intended use or application o
b. The communication media between a buyer and seller
c. The basis on which bids are prepared

d. A1l of the above

e. None of the above

9. Check which 6fffﬁéifdliowiﬁgW5§éps should be included in preparing

each set of specifications? (Choose 3)

Write each section separately

a. > _€acn SELLION Ss=pdlcl
b.  Consult prospective bidders : , o
c. Keep available drawings, reference materials, and worksheets
d. Review twice all items involved
10. The most important factor in any given set of specifications is to
set out:
a. The purchase deadline for the item |
b. The essential characteristics of the item —
c. The intenced use of the item
d: The intended price of the item
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Answer Questions 11-14 by choosing from the 1ist below:

1i;
12.

13.

Design specifications

Qualified products 1ist

Comparisons of samples

Performance specifications

Brand name specifications

a0 o

L

The three basic Kinds of specifications are:
a b c d e
The kind of specifications most preferred in public purchasing is:
a b c d e

The kind of specifications to use for public contracting, publications

and consultative works is:

14,

15.

16.

17.

a b c d e

The specification to use when time and resources are limited is:
a b c d e

I type of specification should be chosen:

a: For its ability to communicate the desired qua11ty level of
the needed product

If it is the easiest alternative

For its efficiency

None of the above

oo

Good sources for preparing specifications are:

Your state and local statute books

a.
b. State, federal, and professional publications
c.

Persons in your city knowledgeable on the particular topic to
) which your specifications are related
d. All of the above

"Standard specifications” are used when:

a. They are required by federal law

b. Items are to be used for similar purposes by one or several
different using agencies
c. Items are purchased on a one-time basis

d. None of the above

. -iljfé
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18. The factors to be considered in writing and maintaining standard

specifications are: (Choose 3)

Gathering purchase records in a central location

a.

b. Recording the frequency and volumes of each type

c. Keeping a 1imit on the number of specifications that are
: standardized. = =~ S : i ,
d. Having the specifications reviewed by using agencies and

industry representatives.

purchasing system is:

a. Establishing standard specifications
b. Prequalification of bidders

c. Open competitive bidding

d. Bid tabulation

e.

None of the above

20. The Invitation for Bid (IFB) should contain:

a. Terms and conditions to be used by suppliers in preparing their
_ proposals

b. Specifications - _ S

c. A cover sheet, including project identification

d. A1l of the above

21. When bids are solicited by dividing the bidders list into geographic
regions, it is called:

Rotational bidding

Regional -bidding

Competitive negotiation

None of the above

ao oo

22. Written procedures of receiving bids should include: (Choose 3)

Requiring all bids be dated and properly identified.
Keeping each bidder informed of all other bids received ,
Pesignating a seécured box where all incoming bids can be placed
Pequiring all-bids be received by a preset deadline

a0 oo

a. Allowing all bidders plus the general public to know the nature
, and extent of bids received : —

b. Altering bids that do not conform to the purchaser's needs

c. Announcing who is awarded the contract

d. A11 of the above

103
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i 24. In the sealed bid and award process; the purpose of evaluating bids
is to:
a. Preoua11fy suppliers
b. Determine the lowest respons1b1e bidder
c. Bond them
d. Determine which bidders should be de]eted from the bidders 1ist
e. None of the above

25. Bid bonding should be used:

a On all bids

b. When openness is desired

o When the reputation of the bidder is known to be bad
d When the reputation of the bidder is unknown

26. The person given the authority to make the ébhf?ééf awards must:

a. Be certified by the state board of purchas1ng7

b. Have a knowledge of all state and local statutes which relate

to the process
Not know any of the bidders

c.
d. Mone of the above
27. Given preferences to local bidders in evaluating bids is:

Argued as unconst1tut1ona1 because it can be a barr1er to

oY)

interstate commerce

Promoted by local businesses and special interest groups
Costly
A1l of the above

Qo ol

28. Any bid submitted that does not conform to the cpecifications set
out in the Invitation for Bid (IFB) should be:

a Reprocessed
b Rejected

c. Questioned

d Used as standard

29. Emergency bUfthaSéé should only be allowed:

a. In dup11cate purchas1ng

b. Through permission of the central purchas.ng officer or some-
one in:-a higher _position .

c. Through permission of the seller

d. None of the above

30. Single source purchases are made:

— a. When a certain seller is preferred by the purchasing agent
‘ b. When only one department needs the item
c. When there is only one acceptable vendor able to furnish the
] neeaged item
d. A1l of the above ]
104
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32.

éompétitiVé negotation can be used when:

a. Time is crucial factor

b. High technology items are involved

c. The purchase is for professional services
d. A1l of the above

Which of the following steps should be used in competitive negoti-

ation? (Choose 3)

33.

34.

35.

36.

37.

. Preparing a 1ist of qualified bidders

calling each qua11f1ed bidder on the phone
Giving public notice of the intended purchase
Soliciting bids through a Request for Proposal (RFP)
. Asking for sealed bids

D A o o o

"Cooperative buying" is:

a. 7

b. Several units of government getting together to purchase an
item

c. A unit of government making a cooperat1ve agreement with a

) seller

d. A1l of the above

Purchasing made from several b1dders at one time

In most local governments, who has final approval on all purchases?

The local elected or chief administrative official

The purchasing officer

a
b. h

Cc. The specificaticn writer
d

None of the abcve
“Malfeasance” includes:

Conflicts of irterest

a.

b. Bribery

c: Kickbacks

d. A1l of the above

A conflict of interest oecurs in a contract when:

The purchas1ng off1c1a1 and chief administrative official

a:

- disagree on:a certain point

b.  The purchasing official and supplier disagree on a certain

B point .

c. The personal interest of the government employee is involved

d: A1l of the above
Ighorihg statutory requirements includes:
a; Mak]ng emergency purchases in non-emergency s1tuat1ons

b: Making many individual petty-cash purchases in place of one

, large competitive purchase ) )
c. Making a purchase without go1ng through the proper channels

d. A11 of the above
J:Chj
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What type of 1tems shnu1d be bought under term-contracting?

Items regu1red year- around and used among all agencies

Items subject to disapproval

Items required on a seasonal basis

A1l items that are not bought under letter contracting

o0 oo

The th1ngs that shou]d be included in a letter of comp1a1nt against

a supplier are: (Choose 3)

40.

41.

42.

43.

44.

a.: Reason for complaint

b.  Name of the person who mgde the comp1a1nt S

c.  Number of days allowed the supplier to comply with the require-
ments

d. Consequences of the supp11er s nonconformance

The most effective methed of inspecting items is to use:

A central inspection staff
A computerized testing program
A mechan1ca1 tester

Qo oo,

Surplus items are:

a In excess of present and near-future needs

b. Still useful and should not be labeled "scrap"
C. Bbth |l"l| énd Ilbll N

d Neithé? "a" nor "b"

An item becomes surplus for one of threé reasons: (Choose 3)

a Its use has decreased

b. It is replaced by a newer item

c A program is changed or discontinued

d It falls under the standard definition of "scrap"

Surplus items can be identified best through:
The inventory process
Board meetings

The purchasing agent
The supplier

Q.0 o

surplus item may be disposed of by:

bR

Transfer
Trade-in

Sale
A1l of the above

a0 oo




45. If you want to trade-in an obsolete item for a new one you should
indicate such in:

The newspaper :
The Invitation for B1d

a
b
c. A trade-in notice
d

The relating statute
46. In sale of surplus items; one cond1t1on that should a]ways be made
is:
Tbevgggg[nment PPOV1dPS no guarantees or warranties
If defects are discovered later;. the sale will be made invalid
The buyer must be known by a member of the purchasing staff
Sealed bids should always be used

Qoo

47. In taking iﬁVéhtbei
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count every 11tt1e item

Always count; do not make guesses

Count only big items, estimate on smaller ones
Hone of the above

aioor

48. The main function of warehous1ng is to receive, store, and disburse
repetitive use items:

A1l at one. time. }
From-a central location
Yearly - ,

According to statute

a0 oo

49. Storing items in one central warehouse:

He]ps keep inventories in balance

Lets items be available when needed

Eliminates many small stockrooms
A11 of the above

a o oo

a Within five days
b At the end of each day
c. As soon as each occurs
d Before each is allowed to occur
§1. Establishing a centralized purchasing autherity is:
a. Placing control of all purcha51ng activities with one admin-=
istrative unit within the local jurisdiction

b. Placing control of all purchasing activities with the state =

c. PlaC1ng all surplus in a physical location central to all
] using agencies
d. None of the above g -
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52. To encourage agencies to control purchasing under a centralized

system, data should be kept on:

a0 o

The budget

Items each using agency expects to purchase

Management information
A1l of the above
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APPROVAL MANUAL
PRETEST

" The attached questions directly relate to the information contained

in the Approval Manual which you will be studying. Please answer each
 You are riot expected to know many of the answers at this time. It
is only askad that you consider each question carefully and answer to
the best of your ability.
 Completing these questions will help you to determine your weaknesses

and therefore to know those points on which you need to concentrate:

You can find answers to these questions behind the Post Test in the
Appendix. .
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APPROVAL MANUAL EVALUATION QUESTIONS

1. Centralized purchasing should be considered for your unit of

government:
a. If it is at all politically and financially possible
b. If you have more than 200,000 population
c. If you have a city manager form of government
d. MNone of the above

2. In order that you, the “approva] person” can help to estab11sh the

central purchasing authority, you must have a working knowledge of:

a. Spec1f1qat1on writing

b. State and local purchasing laws
c. Surplus property classification
d: Contract types

3. Which of the following factors shou]d be cons1dered in form1ng a
centralized purchas1ng system

a Eommun1cat1on
b. Efficiency

c. Effectiveness

d. A11 of the above
A

A bidders 1ist is a 1ist of suppliers who are:

q.
a. Possible bidders
b. Bidders who have been awarded contracts
c. Bidders prohibited from bidding
d. A1l of the above
5. Establishing a bidders 1ist includes:

a Preparing specifications
b. Prequalifying bidders

c. Receiving a bid from each bidder
d. A1l of the above

6. Maintaining a bidders 1ist includes:

Changing item categories
Resolving conflicts between bidders

Deleting bidders from it
None of the above

o
ononioal
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7. An activity that should be ﬁﬁéiﬁaéa in specification preparation is:

a. Estab11sh1ngfffcentral control over specification preparat1on

b. Choosing methods of testing to be used

c. Establishing standard specifications for frequently purchased

) items o
d. A11 of the above

8. The three basic types of specifications are: (Choose 3)

a. Design
b.  Performance
c. Brand name
d: Single

9. The best and most often required process of awarding contracts is:

Formal sealed bids

Single source purchases

Emergency purchases_

Competitive negotiations

Q0 oo

10. Competition will be more or less 1nsured in the formal sealed bid
process if: .

a. A legal notice is prov1ded

b. The bidder's 1ist is used in a manner most favorable to
competition:

(o Terms, conditions; and spec1f1cat1ons of the IFB are set out

d. Al of the above

>

11. "late bid" is one that is received:
a. More than é4 ﬁéafs iater than thé time designatéd for opening
: b1ds N

t: After the time set for open1ng bids
d. None of the above

12. Bid bonding should be used:

On all sealed bids

When openness is desired

When the reputation of the bidder is known to be bad
When thée reputation of the bidder is unknown

Qo0 o

Jod
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13. In deciding who will receive the contract award, the approval person

should base his decision on:

a. The suggestions of the purchasing agent
b. Sound reasoning and written guidelines
c. Political priorities

d. Al ternate bids

14. Emergency purchases should only be allowed:

a: In duplicate purchasing o .

b. Through permission of the central purchasing officer or someone
in a higher position

c:  Through permission of the seller

d. None of the above
15. Single source purchases are made when:

When a certain seller is preferred by the purchasing agent

a. is prefe
b.  When only one department needs the item .
c When there is only one acceptable vendor able to furnish the

needed item
d. A1l of the above

16. Competitive negotiations are used when:

a:. Time is a crucial factor

b.  High technology items are involved

c. The purchase is for professional services

d. A1l of the above
17. Lines of authority for review and approval of all purchases are
established:

a. Through the guidelines of state and local :statutes

b. By the purchasing agent

c. By the legal authority in the government

d. Through federal guidelines

18. One area in the purchasing organization where the purchasing agent
has final approval responsibility is:

Awarding contracts o
Maintaining the bidders 1ist

Writing purchasing laws o
Setting up the purchasing organization

Q.o ioa
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19. Malfeasance includes:

tonflicts of interest

a.
§; Bribery
c. Kickbacks
d. A11 of the above
20. A "conflict of 1nterest" is:

a. One of the part1es 1nvolved in a contract hold1ng a personal
interest in its making

b. A legislator acting as an agent for a cerporat1on

c: A gevernment employee conducting an outside business and
signing a contract with his own agency

d. A1l of the above

21. Ahy contract ihvoiving a bribe or kickback should be:

a Reprocessed

b Rejected

c. Questioned )

d None of the above

22, The situation of a using agency ignoring purchasing rules:

a. Is not as bad as a case of bribery or conflict of interest and
should not general]y be punished

Should be reprimanded through the board or chief executive

Is unpreventable and should be dismissed

Is worse than bribery or conflict of interest and should be
punished accordingly

oo o

23. As an approval person, you have no responsibilities in the areas of:

Inspection and testing
The bid and award process
Surplus items disposition

Both inspection and testing and surplus items disposition

Q.o o

24. Surplus items can result from:

Decrease in use of an item

An item being replaced by a newer one

A program being replaced or discontinued
A1l of the above

Qo oo

25. Warehousing is inventory control

In a central geograph1c 10cat1on

On the management level

On the supplier level —
None of the above

a0 o
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INTRODUETION TO
THE APPROVAL MANUAL

77777 As the local elected or chief administrative official, ususally
you have final appraval on purchases within a city or county. The
responsibilities and the activities necessany for you o oversee put-
chasing technicues and practices on youwr Local government Level arne
discussed in this manuak.

 ‘Because your unit of government differs so greatly from other units
in size; structure, and governing ordinances your responsibilities may
differ significantly from approval persons in other governmental units.
Some of you do not have the necessary resources to carry out all the
recommended functions and some of your governments are too small to
warrant certain resources. It must be remembered though that 1imited

resources only highlight the need for good controls, effective and
efficient programs; and a proper management orientation. Actually, the

size of & purchasing program has little to do with observing sound pur-
chasing principles. Techniques for implementing the program can be ex-
pected to differ because of program size and other factors, but principles

of good purchasing apply equally to all levels of government.

" The package content adheres to the standard that “where there is

centralization, openness, impartiality, and professionalism, government
is well-served by public purchasing.” This standard can be applied to

purchasing programs at all levels of government.

 The content i designed fo fet you, as an approval person, select
and use guidelines appropriate Zo the needs of youwr position: 11X 4s up
to you how you use the imgormation.



CHAPTER I: CENTRALIZED PURCHASING PROCEDURES

_ There are three basic steps in establishing a central purchasing

authority that will help to insure a successful purchasing system. First;
if it is at all politically and financially possible,. consider the prcspect.

No matter what the size of your government centralized purchasing may be
practical for it. Centralized purchasing is sometimes thought to be
1imited only to states and larger units of local governments; but such is
not so. Despite the size of your government, it could save your purchasing

process time and money, allow you and other top officials to have quicker

access to the system and better control over it.

~ Second, place a_competent, hard working and trustworthy person in
charge of the central authority who will insure that its principles are
met. In doing so, your burden of responsibilities; as an approval person,
will be reduced considerably.

Third, to accomplish these outcomes, include the following goals in
your central purchasing authority policy.

1. Reduce and control the cost of purchasing supplies, equipment,
and services _

2. Service using agencies and vendors doing business with the
government ‘

3. Maintain a closer control over expenditures

4. Better utilize property purchased at public expense

129
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‘  *The three basic steps we have covered so far in establishing a
central purchasing authority are:
1.
2.
3.

121
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The three basic steps are:

1. Deciding whether a central purchasing authority would be
practical for your government and, if so, establishing one

é[ ) Ass1gn1ng a competent, hard-working and trustworthy individual

3. Identifying the authority's goals and objectives

~ The organization of your central authority is dependent, of course,

on the restrictions and allowances of your state and local statute books.

Some states and localities impose strong regulations on the purchas1ng

activities of their employees, while others barely address the issue:

In order that you, the "“approval person," can help to estqb11ah the
purchasing authority in the first place; you must have a working know-

ledge of your state and local. purchasing laws.

*Go r1ght now to both your state statute books and your local ordi-

nance books (if you have some) and 1ist below legislation that applies

to establishing a central purchasing authority. Describe each law in
two sentences or less.

State Statutes

1. L

122
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If you had troub]e interpreting these 1aws or even JUSt f1nd1ng
them, then you can see the importance of having a direct 1ine of communi-
cation with legal counsel in your government. One legal advisory person
in your government should be assigned the responsiblity of advising both
you, the advisory person; and the purchasing officer on the responsi- .
bilities and limitations of each function of the purchasing process: Stich
an advisory person should have a-working knowledge of the legal system .
and a good liaison with the local government for which he is working:. _He
can be the county or city attorney, or in a larger governmental unit, be
legal counsel to the administration:

- Whatever his position; it is important that you have a direct line
of communication with him. Many legal questions; for instance; arise
in establishing a central purchasing authority that require a definite
answer. If you are able to easily contact a legal advisory péerson on’
individual questions that arise, your work will flow much smoother, and
the system you establish should be much more efficient.

~ If you decide that a central purchasing authority should be estab-
lished in your government, you also must decide the activities such an

authority should be responsible for.

*Can you list three general activities for which a central purchasing
authority should have responsibility?

1. S
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The most important general activities to be included in a central

2. Researching and developing purchasing performance methods

3. Arranging the organizational structure to encourage effective
performance and accountability

4. Documenting and continually updating purchasing practices and
procedures

5. Increasing capability for innova ion
6. Pursuing professional excellence and communicating such to

agency heads, other government officials, and the public

It {s important that activities included in centralized purchasing

are adaptable to such a system, otherwise many problems may occur. _In
order to avoid potential problems; take into consideration whether or
not the following factors will be improved as a result of placing each
activity into central purchasing: (a) communication, (b) efficiency,

(c) effectiveness, and (d) organization.

‘Looking at your own purchasing system (or a fabricated one) choose

an activity and decide if its placement in central purchasing authority
would be advantageous to the system. (Explain how the factors a-d will
or will not be improved:)

Name of activity S

Advantages or disadvantages in:

a. Communication P

b. Effieiency B

c. Effectiveness S o
d. Organization R _ L
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~ Again, centralized purchasing is not appropriate for every govern-
mental unit; but despite the size of your unit; you should give it strong
considenation. A central authority can not only maintain overall legal
responsibility for implementing the purchasing program, but can establish
the policies, procedures, and controls for delegation.




 The "bid and award" process is the formal process of seeking out a
product and buying it. This responsibility rests with either the individ-
ual using agencies or the central purchasing authority in your government.

The total process can be divided into five basic functions:

1.

M

BID AND

1. ESTABLISHING AND MAINTAINING A BIDDERS LIST

A bidders 1ist identifies suppliers of various goods and services as
possible sources of bids and proposals.
purchasing authority or each using agency with a source from which quali-

fied bidders can be solicited. Establishing and maintaining the bidders
1ist is the responsibility of those that use them (either the using agency
or the central purchasing authority).
be involved only in legal or administrative conflicts that arise with

the 1ist:

The process of establishing and maintaining a bidders 1ist includes
the activities of prequalifying bidders for the 1ist and deleting bidders
from it. Since the bidders list determines who will receive Invitations -
for Bids {or who will be asked to make a bid on a certain item or project),
and you are the person who has final approval on the Invitations for Bids,
jt's important that you know the 1ist is being properly maintained.

*Do you know whether or not your purchasing authority or using
agencies prequalify bidders for their bidders 1ist? -

*If yes, what is the criteria they use to prequalify bidders?

CHAPTER II: BID AND AWARD PROCESS

PREPARING SPECIFICATIONS

INVITING AND RECEIVING BIDS

EVALUATING AND AWARDING BIDS

HORKING WITH ALTERNATIVE PROCEDURES TO THE

AWARD PROCESS

It provides either the central

You, as the approval person, should
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Criteria used most often to prequalify bidders include:

1. Financial standing

2. Reputation =

3. Facilities for production

g; Distribution and service capabilities

Length of time successfully in business

Do you know which of these are used by your purchasing authorities?
In order-to keep tabs on the bidders 1ist you should remember this
information.

2, PREPARING SPECIFICATIONS
- Specifications_are the technical requirements of a product and its
intended use or application. They are prepared by the purchasing agent
to communicate the description of the product to the supplier(s). Usually
they are attached to the Invitation for Bids so that any supplier who
wishes to make a bid knows exactly what he will be required to do if he
js_awarded the contract. Specifications also serve as a public record
allowing the public to see exactly what is being purchased. Activities
that should be included in specification preparation are:
1. Establish a central control over specification preparation

2. Choose to use, for each set of specifications prepared, one
of three types: design, performance, or brand name

3. ldentify the essential characteristics of items to be purchased
in the written specifications
4. Choose methods of testing to be used

5. Establish standard specifications for frequently purchased
items

 Though specifications usually are prepared by the purchasing agent,

they should be subject to your approval. Therefore you should be familiar

with some basic principles of the above activities:

For example; in establishing a central control over specifications,

your influence is mandatory: Even if you have decided that a total central
purchasing authority would not be appropriate for your government, a

central control over specifications may still be practical.

*Does you government presently have a central control over

specifications?

I1:3.9



PCPLG

In many governmental units; each us1ng agency_prepares . the spec1f1—

cations for the items it would 1ike to purchase: Though this process is
fine for smaller governmental units, larger units will waste much time

and effort in duplicating specifications for items if they do not central-

jze the process.

o “In setting up a centra] author1ty, the complete 1ist of responsibil-
ities must be set forth in writing: This should include the conditions

under which specifications must be approved by you and/or by other

officials in the government This proeess, of courses, must abide by

. _*Refer now to your state and local (if you have any) statute books,
and 1ist below any laws that relate to specification wiiting. Describe
each in two sentences or less.

Statute N

Description

Statute - _

Description e ——

Statute - _ L

Description S

11.3:10
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Though the spec1f1cat1ons prepared must abide by 1ega1 restr1ct1ons,
they should not be made unteasonably nesitrictive, or. the number of

suppliers who can make bids on an item will be Timited. Other than

the legal gu1delinés, the essential characteristics and eA¢entca£ deétgn

fam111ar des1gn spec1f1cat1ons, performance spec1f1cat1ons and brand
name spec1f1cat1ons Each of these allows for a different degree of -
restrictiveness in setting forth the essent1a1 characteristics of an item:

Deb&gn Apec&ﬁ&cat&oné descr1be the detailed characteristics that
an item must possess; even how it should be manufactured. They are the
most restrictive specifications and should be used for pub11c contracting
(roads, buildings; etc.); publications, consultative services, or anything

that requ1res prescr1bed des1gn features.

Sétisfy intended use_of the product or how the product should perform .
This is the most preferréd ‘type. of SpéC1f1cation today in pub]ic purchasing.

 Brand Name specifications cite a brand name, model number, or some
other designation that identifies a specific product of a manufacturer
as an example of the desired quality 1eVe1 Usually any item equal to or

better than the quality level stated is acceptable. Brand name specifi-

cations are not usually good specifications to use except when time and

resources are limited, or an item of low dollar value is purchased: Though

they should indicate beyond a doubt that the brand name mentioned is not
the preferred product, but only an example, they still tend to discourage

competition and reduce chances of equal opportunity for bidders.

The following is a sample set of specifications. Read them thoroughly

and then answer the questions following:

129
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SPECIFICATIONS

SPECIFICATION: Paper, Toilet Tissue (Institutional and Industrial)

KENTUCKY STANDARD NO: 8540-1

1. SCOPE

1.1 This specification covers two (2) types of toilet tissue:

Agencies are to supply Supplemental Data to this specification
as specified in 6.1

2. 2.1 This specification covers the following types:
Type I - Siﬁgié:ﬁiy Ro11 Tissue
Type II - 2 Ply Roll Tissue

3.  REQUIREMENTS

3.1 Material = The toilet tissue shall be made from clean pulp;

shall be unglazed, soft, clean, non-abrasive; and of even
formulation; free from slivers, dirt breaks; wrinkles, holes,
and such other imperfections as would affect either appearance
or serviceability or both; shall be rectangular without ragged
or irregular edges; shall have a maximum of 0 percent ground-

wood fiber. Tissue shall be deemed safe for use in septic -
tanks and must readily break-up in water when agitated. It
shall be the manufacturer's first-line product.

3.2 Physical Characteristics, Type I

Type I - Paper, Toilet Tissue, Facial Quality, Single-Ply Roll,
white, Sheet Size 4%" x 45", 1000 Sheets Per Roll, 96 Rolls

Per Case, Individually Wrapped, Standard Core.

Ro11 Construction - Roll tissue shall be evenly and tightly
wound on a stiff round paperboard core having an inside

diameter of 1-3/8 to 1-3/4 inches, sufficiently rigid to prevent

collapse under ordinary conditions of transportation and usage.

Brightness of Paper - Shall be a minimum of 68% (Test Method
T452, Federal Specification UUéPSSS)
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3.2 Physical Characteristics; Type I (Continued)
Basis Weight - Shall be a minimum of 11.0 1bs.

single-Ply Perforation - Tissue roll shall bg,pgifofatéa at not
less than 4% inch nor more than 4- 5/8 inch intervals_and -

perforated at 4% inch 1nterva1s or 1,060 sheets perforated at
4% inches):. Mo single roll shall be less than 4,375 inches in

Tength.
3.3 Pﬁy51551mﬁﬁaiééfé?iSEiES, Type 11

Iype 11 = 2 P]y, B]eéthéd wh1te, Sheet Size 4k" X 4>"

500 Sheets Per Roll, 96 Rolls Per Case, Ind1V1dua11y wrapped
Standard Eoré;

Rol1 Construct1on = Roll tissue shall be even]y and t1ght1y
wound on a stiff_round papervoard core having an inside

diameter of 1-3/8 to 1-3/4 inches; sufficiently rigid to prevent
collapse under ordinary conditions of transportation and usage.

Basis Weight - Shall be a minimum of 9.5 1bs.

2 Ply Perforation - Tissue roll shall be perforated at not less
than 4-3/8 nor more than 4-5/8 inch intervals and shall average
not less than 500 double-ply sheets per roll and no single roll
shall contain less than 488 sheets.

Brightness of Paper - Shall be a minimum of 68% (Test Method
T452, Federal Specification UU-P-556).

SAMPLING, INSPECTION AND TEST PROCEDURES
4.1 Sampling - A sample package shall be furnished for each type

asked for in the Invitation to Bid.
4.2 Inspection - As Required
4.3 Testing - Shall be performed by practical application.

PREPARATION FOR DELIVERY
5.1 Packaging
5.1.1 Each individual package shall be firmly wrapped to
resist deformity in handling.

5.1.2 Shall be packaged and packed according to the manu-
facturer's practice in a manner acceptable to common
carrier for safe transportation to destination as
specified. 7
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5.2 Marking - Unless otherwise specified, shipping containers shall
be marked with the name of the material, the size, type, and
under which shipment is made, the number of thé contract or
purchase order:

5.3 Labe11ng - Sha]] show produet name and address of manufacturer.

6. NOTES

6.1 Supplemental Data - Requisitioning Agency shall specify the
following: _ o o
Type and Quantity

6.2 Only established branded products that meet or exceed the
quality level of the approved brands 1isted herein shall be
considered for inclusion in this Acceptable Brands List.

6.3 Only registered manufacturer's brand names will be considered.
Private brands will not be considered.

6.4 Specifications - Additional copies of this specification may
be obtained by writing to the Standard and Specifications
Section, Division of Purchases, 'lew Capitol Annex, Frankfort,

Kentucky 40601.

11.3.14
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. 1. What is the type of specifications used (design, performance, or
brand name)?

2. Do they properly set out the essential characteristics of the item
to be purchased? Yes Mo

3. Has a reasonable yet legal (according to your state and local stat—
utes) degree of restrictiveness been applied? Yes - - No

Wwhy or why not? . - . __ _ _ _

The writing of spec1f1cat1ons and Inv1tat1ons for Bids shou]d be

watched closely by you as the approval person. Improper development of

either of them can affect greatly the award process, in either an unfair

or inefficient manner. So, be able to trust your purchasing agent to do

a good job; at the same time, know the regulations and alternatives your-

self and also maintain good communication with the legal advisory person

in your government.
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3. INVITING AND RECEIVING BIDS

This process,; which includes inviting, receiving, opening, and tabu=

lating bids, is the basic element of the bid and award process. Statutes
and regulations generally require local governments to use this total

processd to insure open and competitive bidding. Though there are alter-
native methods of awarding contracts to a_supplier (comprehensive negoti-
ation, emergency purchases; etc.) the sealed bid and award process gener- .
ally is the best and the one most often required. For this reason, we will

touch upon other purchasing methods later.

*fccording to your state and/or local laws, what are the conditions
under which a formal sealed bid purchase should be used?

|-y
C.o
K
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~ Most laws stipulate that any purchase over a certain dollar amount
be subject to formal sealed bids (for instance, any purchase over $200).

Larger amounts of purchases are best for formal bids, since the formal
bid and award process does require substantial time and cost.

*Now, while you are looking through your statute books, cite and
describe br1ef1y any other statutes that relate to foamal pwichases.

Statute : e

Description R N

Statute . ____ o

Description ____ = _ - o _

Statute e I

Description S o

Statute

beScribtion

~ Two tasks to be included in processing a formal (sealed bid) purchase
are:

TASK A: Insuring competition
TASK B: Estabiishing bid opening and tabulation procedures

TASK A: Insuring compétition

Requirements of all purchasing statutes relating to the bid and award
process shou]d be based upon compet1t1ve pr1nc1p1es. Top level management

offering the most,favorab]e price, qua]lty,,and service. If the purchasihg
agent abides by the following steps of the bid and award process, compéeti-
tion will more or less be insured:

1. . Provide a legal notice

2. Use the bidders list in a manner most favorable to competition

3. Set out the terms, conditions, and specifications of the proposal
in the Invitations for Bids (IFB)
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~ Steps #1 and #2 are generally the sole responsibility of the pur- -
chasing agent or the using agencies. But the final responsibility of ®
Stép #3--setting out the terms; conditions; and specifications of the

Invitations for Bids (IFB)--lies with you as the approval person.

The construction of the IFB is critical to competition, because

the entire tone of the transaction and the future course of the resulting
contract stem from it: Sufficient review time must be given_the IFB or
else competition could be restricted and the transaction could be subject

to legal and procedural problems:. The following_ is a 1ist of the terms
and conditions that should be included in the IFB:

1. Cover sheet; including project identification
Specifications

Types of bids required (lump-sum, itemized unit, etc.)

i [$53 N

Time and place where bids will be received and opened
5. Special conditions
6. Conditions under which proposals will be accepted or rejected

A sample IFB is in appendix 1. Refer back to it now and go through

each separate item to make sure you understand it. The above eight items =
are only suggested to be used in IFB. However, they can be used as a_ ‘

checklist when reviewing the IFBs so that you know what is missing and why.

TASK B: FEstablishing Bid Opening and Tabulation Procedures

" The central purchasing authority for each using agency must establish

formal procedures to safeguard all bids until the time set for opening .
them. Public bid openings is the rule for sealed bids; since each bidder
relies on the purchaser to assure that the price is not disclosed prema-
turely. A1l responsibilities and procedures of bid receipt and control

should be set forth in writing under your guidance.

4, EVALUATING BIDS AND AWARDING CONTRACTS
_ After all bids have been received and tabulated, they must be for-
mally evaluated and the contract awarded. The following tasks should

TASK A: Establishing bid and award authorities
TASK B: Identifying and dispensing of late or erroneous bids

TASK C: Determining if bid bonding is required

TASK D: Evaluating bids and awarding contracts

13¢
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¢ TASK A: Establishing bid and award authorities

To establish who has what responsibilities in evaluating bids and
awarding contracts, it is necessary first that you have a work1ng know-

~ *Go now to your state and local statutes books and 1ist any and all
statutes that relate to the bid evaluating and award process. .Describe
each briefly. (If you do not have local statute books, do you have any
idea how to locate such statutes?)

Statute -

Description

Statute _ o

Description . . . ... .. . . .

Statute

Description o

Statute —

Description

Statute

Description

You cannot begin to establish guidelines or write policy for this
or any other process until you know your legal responsibilities and__
1imitations. Again; you can see the importance of having a direct line
of communication with the legal advisory person in your government in
order that he may he]p you to establish the program initially and answer

any questions arising later on.

~ Openness, impartiality, and resonableness should be incorporated
— into the standards of this process,,;Opannebg, means that evaluation
. procedures should be set out in writing and be made available to all
) prospective buyers and to the general public. It also means that
evaluation criteria be thoughtfu11y developed and stated clearly in the
IFB's. Imparntiality requires that all bidders be treated equally in
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the evaluation process so that favoritism does not result: Reasonable- ‘

ness requires that the process be orderly.

7Nrjiieﬁ7§61iéf should include guidelines for the following t pics

and functions: (1) responsibility of bidders; (2) responsiveness of
bidders, (3) “"preference" in awarding contracts, (4) bid bonding,

(5) late or erroneous bids, and (6) awarding contracts.

To set up the policies in these areas, meet with your purchasing

agent or with the person responsible for these functions in each using
agency. Such a person or persons should know the principles to apply

and the methods of establishing such policies. He needs your guidance
though in dealing with political and administrative priorities or standards

(especially in areas such as "preference"; "bid bonding", etc:)

TASK B: Identifying or dispensing of late or erroneous bids

A Zate bid should be identified as any bid received at the place

designated after the time set for opening of bids. The best policy is

to reject all late bids regardless of the circumstances.

 An enroneous bid is usually one that includes a mathematical error,
or it could be one that does not conform te the IFB. The best policy for
these situations is to reject any such bid. -

~ There are exceptions and alternatives for dealing with late or erro-
neous bids. These should be determined by the guidelines of your statutes
and the judgement of youn purchasing officen(s).

TASK €: Determining if bid bonding is required

- - . Bid bonding_should be used in instances where the reputation of_ the
bidder is not well &stablished or not known. It should not be used on a_
regular basis for the purchase of goods and services, but only in special
jnstances such as public works contracting. Bid bonding should never
be used in place of a good prequalification system. Procedures and condi-
tions under which bid bonding is used must be pre-established in your
purchasing policy statement.

TASK D: Evaluating bids and awarding contracts

__ The purpose of evaluating bids is to determine the "lowest respon-
sible bidder meeting specifications", or "lowest and most advantageous"”
bidder. Despite the wording, the award usually is made for the bidder
whose bid-is lower in unit price, total cost of operation, or value per

dollar than any other bidder whose reputation, past performance, and
business and financial capabilities satisfy the government's needs. (Now

you can see the importance of pre-sstablishing the guidelines in this area.) o
The person who has the authority to make the awards can use his own ®

discretion in determining the successful bidder,; but such a decision must

be based upon sound reasoning and written gyidelines.
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Such guidelines should include policies for the determination of

‘the following: who submitted the lowest bid, whether the low bid is

responsive; and whether the low bid is responsible.

~ Once the lowest responsive and responsible bidder has been deter-
mined, notification of award should be made in writing to the successful
supplier and all other competing bidders.

5.  WORKING WITH ALTERNATIVE PROCEDURES TO THE BID AND AWARD
PROCESS
You will recall that the sealed bid and award process, generally
is the_best means of awarding a contract to a supplier, and sometimes
the only legal means. Under certain circumstances other acceptable
methods are permitted in most local governments. These include:
1. Emérgency purchases
2. Single-sourceé purchases
3. Competitive negotiations
 *Go now to your state and local statute books to find out if any of
the above three purchasing methods are disallowed in your government.
List below the statute and the purchasing method(s) disallowed.

Let's go through the three purchasing methods; one by one.
 Emengency punchases--Emergencies are the most cbmmdh,éﬁééiéj,iyﬁé
of purchase for which the bid and award process is permitted to be

by-passed: As a rule, emergency purchases should only be allowed

through permission of the central purchasing authority, or, if your time
permits, through your approval. This is to safeguard against unnecessary,
corrupt; or duplicate purchases. The item requested to be purchased as
an emergency, for instance, might already be on hand; a central purchasing

authority would know this. A central authority would also be able to
consolidate an order of several individual requests of the same item.
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__If the purchase of an item is an immediate emergency, agency heads )
should be allowed to make them under special conditions. Records should
be kept on the item(s) as to types and quantities purchased, vendor's

name, and disposition of the item:

| Single-source pwichases--Single-source purchases are made when there

is only one acceptable vendor able to furnish a certain item or service.
Again, deciding when single source purchases can be made should be the
responsibility of the purchasing officer (with the help of the using.

agency). In order to avoid making single source purchases that results
from a preference for a particular company, the purchasing officer should

ask the following questions before he allows one to take place:

1. Is there no responsible competition for the item

2. Is the item necessary to the operation of the agency
3. Is the object really one-of-a-kind
4. s the vendor selected the only one capable of supplying the
product
5. Is there a patent on the product
Competitive negotiations--Competitive negotiations involve informal -

of an item. It is usually used in situations where high technology items
are involved (for instance, data processing or communications systems)
or when the purchase is for professional services.

The main difference between the sealed bid and award process and
competitive negotiation is that sealed bids are not used in_the latter.
Most other functions are the same, howevér, the purchaser should: prepare
a list of qualified bidders; give public notice of the intended purchase;
and solicit qualified bidders. A Request for Proposal (RFP) may be used
instead of an IFB. It should include the description of the item, the

evaluation criteria, delivery dates, time frames, and any other necessary
information. Usually price is not the major criterion for award, but

all the above factors should be taken into consideration:
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CHAPTER III: PUBLIC PURCHASING APPROVAL

‘Lines of authority for review and approval of all purchases should

be established in your government. This process normally is designed

according to the guidelines of state and local statutes. The process in-
cludes the following functions:

1. __EsSTABLISH LINES OF AUTHORITY AND PROCESSES FOR
FINAL APPROVAL OF PURCHASES :

- 2. KNOoW AND UNDERSTAND THE RESPONSIBILITIES OF

THE PURCHASING AGENT

3. ESTABLISH PROCEDURES TO PROTECT AGAINST MALFEASANCE
OF GOVERNMENT EMPLOYEES

Y4, INCORPORATE PURCHASING CONSIDERATIONS INTO
MANAGEMENT DECISIONS

1. ESTABLISH LINES OF AUTHORITY AND PROCESSES FOR FINAL
APPROVAL OF PURCHASES

 The approval process in public purchasing normally is established
through the guidelines of state and local statutes.

*To refresh your memory, refer now to your state and local statute

books and 1ist those regulations referring to approval in public purchasing.

Statute R

Descriﬁtion S

Statute o

Description | L

Statute R

Description ] o .

‘The usual process goes something like this. After bids are received,

tabulated, and evaluated the lowest and best bid should be submitted to
you. Your responsibility for evaluation includes checking the bid's

accuracy, legality, and price appropriateness (and more detailed factors
if your time permits). If you decide to approve the bid, send it back
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to purchasing. If you do not want to approve it, explain why (in writing
if possible) to the purchasing agent and instruct him to either (a) choose
another bid, (b) deny the purchase entirely, or (c) solicit bids again.

2.  KNOW AND UNDERSTAND THE RESPONSIBILITIES OF THE PURCHASING
AGENT

~ Public purchasing, as a business activity, requires the knowledge
and training of a good purchasing specialist. This specialist, as the
head of the purchasing department, should conduct all negotiations
affecting purchases, from specification writing to deliveries. Such is
his responsibility.
~ Your responsibility, as an approval person for bids, is to understand
the duties of the purchasing agent, comprehend the constraints to which
he is subject, and be able to help him with his problems.

This manual will help you to understand your purchasing agent's

finctions. If you need to know any of his functions that aren't covered
in this manual you should seek out this knowledge on your own.

Following is a Tist of activities that should be included in the

total purchasing cycle, along with the name of the person(s) who should
be responsible for each. As you go through each activity, determine if

it could work successfully in your purchasing program.

1. User department prepares three copies of purchase requisition,

keeps one copy for file, and sends two to purchasing:

2. Purchasing checks the requisition to see if it is accurate: If

not accurate, both copies are sent back to user department:

3. If accurate; purchasing checks to see if funds are available.

If not available, copies are sent back to user department:

Hote: Accounting, or a budget division, can also determine the

availability of funds. If a budget is in use, it will be referred to in

order to see if the purchase is budgeted.

4. If funds are available, purchasing keeps one copy of the

requisition for file, sends one copy to accounting, and determines

whether regulations require bids to be solicited.

5. If bids are not required, price quotations are obtained by

phone, written inquiry, or from catalogs, and a purchase order is prepared.
6. If bids are required, bid quotations are requested.

7. Bids are received and tabulated, and the lowest and best bid

is submitted to the commission or council for approval.

8. The commission or council evaluates the recommended bidder and

decides whether to approve. If not approved, either (a) another bid is
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approved, (b) no bids are accepted and the purchase denied, or (c) pur-
chasing is instructed to solicit bids again:
9. If bid is approved; purchasing prepares purchase order.

10. - Purchasing keeps one copy of purchase order for file, and sends two
copies to selected vendor, one to user department, and one to accounting.
11. Vendor supplies ordered goods or services, and submits an invoice

along with one copy of purchase order; keeping the other copy for file.

12. The user department and purchasing inspect the goods to see if

specifications have been met. 1If they have not been met; goods are sent

back to the vendor; or he is otherwise directed to comply with the order.
13. If specifications are met; receiving report is prepared in triplicate
by user department, one copy is kept for file, and two are sent to
purchasing.

14. Purchasing verifies that receiving report and purchase order coincide,
keeps one copy for file; and sends a copy to accounting.

15. Accounting verifies that purchase order, inveice, and receiving
report coincide, and pays the bill.

_ *Activity #8_is an approval function and; according to what has been
said, is completely your responsibility. But; can you think of other areas
in the purchasing organijzation where, not you, but the purchasing agent,
has approval responsibility? v
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Areas in which purchasing agents must have the final approval are:
1. Setting up fiscal control procedures
2. Implementing requirements under federal grants
3. Maintaining the bidders 1ist |

3, - ESTABLISH PROCEDURES TO PROTECT AGAINST MALFEASANCE OF
GOVERNMENT EMPLOYEES

Malfeasance (as we all know) is misconduct by a pubkic Gf§iciak. .

Such misconduct in public purchasing can include conflicts of interest,
bribery and kickbacks; and not following statutory requirements. We
will deal with each type of misconduct separately; stating what it is

and how it should be handled. Remember, any involvement with such mis-
conduct should be covered in specific statutes or by detailed regulations.
If such do not exist in your government, help establish them:

Conflicts of interest

A .conflict of interest is when one of the parties involved in a
contract holds a personal interest in its making. We must presume that_
a contract could not be awarded objectively if someone involved has self-

interest in it; so in all suech cases; the contract must be determined void.

~ Is "conflict of interest" defined anywhere in your government's laws
or regulations? It should be! If the conditions under which a conflict
of interest should be declared are not well established in writing, then
how can they be properly prevented?

The following are the types of things that should be labeled as
being a conflict of interest:

1. Conducting an outside business and signing a contract with your
own agency or another government agency involving the business:
2. Being an agent, partner, board member, officer, or employee
of a corporation while acting as a legislator, non-civil-employee or
a purchasing employee. (Spouses of these employees should also be under
these prohibitions.)

Protéction in this area is absolutely necessary; since conflicts of

interest can destroy the integrity of the purchasing process. Every
contract must be thoroughly examined by both you and by the purchasing
agent to determine if a conflict of interest is present. Every contract
invokving a conglict of intenest should be declared void. If the govern-

ment has already lost money because of the contract; the public employee
should be charged a penalty of the amount of his profit plus the amount
the government lost.
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Other pena1t1es that some local governments use include: civil

damages of three times the loss to the government; criminal penalties of

a minor felony; removal from office; and/or a permanent bar from holding

office or emp]oyment with the government

might be most advantageous for the government, it is still not r1ght

It must be declared void. A contract should also be declared void even

if the public official who holds the interest disqualifies himself.
B1squa11fy1ng himself from act1ng on the contract does not mean he cannot

tracts for future reward; gratuities, eontr1but1ons, 1oans, reward re-
bates; gifts; money, or any other things of value:

, It should bé presuméd that when an intérested party makes any gift
to purchasing personnel, the gift is made and received for the purpose
of influencing purchasing decisions. This also holds true for any other

Acts oﬁ gzving”and/on accépIZhg,Aomething,bﬁ value to ingluence a
contrnact awand should be criminal offenses whethen the exchange is in-
tended on not;, and the contract influenced should be declared void. The
government officials who are involved should be held financially liable
for any 1osses to the government. because of the bad contract In _many
awards are bonded so,the,goyernment can recover from any financial damage
if they should accept a bribe or kickback.

- Again, any contract involving a bribe or kickback should be declared
void, and the government should also be released from any other current
or future financial obligations to the firm. However, if the firm can

prove that the agent who initiated the kickback or bribe acted entirely

on his own, without management being involved, then the firm should be
allowed to continue its business with the government.

Ignoring statutory | r@mmen*ts

a case of bribery or conf11ct of interest. So when such unlawful
practices are discovered; they are sometimes not punished and the prob]em
repeats -itself: And if th1s occurs, the integrity of the system may be

jeopardized.
Examples of ignoring Statutory requirements are purchasing agents
or using agénC1és ordering an item W1tnout”go1ng through the proper.

making many individual petty -cash purchaies in the place of one 1arge
435
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purchase under competitive bidding. If they Should' make a constant prac-

tice of such activities without being reprimanded, your total purchasing

system is threatened.

_ If an illegal purchase is discovered before payment, payment should

be stopped and the person.responsible should be given a firm warning.

If the i1legal purchase is not discovered until after payment has been
made, a strong reprimand from the legislature; board, or chief executive

is in order. This will not solve the immediate problem, but it will
1ikely prevent it from happening again:

4,  INCORPORATE PURCHASING CONSIDERATIONS INTO MANAGEMENT
DECISIONS

~ The daily decisions that you make as a._locally elected or chief
administrative official sometimes seem totally unrelated. _As you know,
however; most decisions do overlap and are interrelated. Thus your

general management decisions may affect the purchasing function.

~ Almost every decision; in fact; made by state and local governments
affects purchasing and materials management and conversely, the activities.
of purchasing affect many management decisions. It would be wise therefore,
that purchasing participate in the early stages of management planning.
Purchasing can; for example; forecast costs of specific programs as they

relate to services and materials. Purchasing can also contribute useful
information on market conditions, materials availability, and technological
advancements. In addition, purchasing can be asked to help in facilities
planning, forecasting needs for operating supplies, furniture and fixtures,
fuel equipment, machinery,; etc.

_Purchasing can also benegit from being involved in the management

level planning process.. Its involvement can provide information about

government decisions and trends. Long-range plans can be translated into
future requirements, work loads can be scheduled, and attention can be
given to strategies best for future market conditions.

~ *Can you name a management activity, other than the ones mentioned
above that would benefit the purchasing agent (as well as management) to be
involved? Explain how the activity would benefit both you and the purchas-
ing agent.
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‘ : The approva] process is for the purpose of making final awards on

any transactions where there are significant dollar amounts.

no question that a local government needs to have a defined system of

lines of authority for review and approval of purchases:

This does not
mean, however, that the approving authority needs to have first hand

AMP

1nvo]vement in award, but only that he should have monitoring on auditing

authonity 4in zthe toiuﬁ purchasing process.
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FOOTNOTES

1 Pirchasing for Local Governments, Instituté of Government, The University

of Georgia, p. 14-15.
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CHAPTER IV: INSPECTION AND TESTING PROCEDURES

 Inspection and testing is examining items critically to determine
whether they have been received in proper quantity and condition and

conform to agreed specifications. Until it is assured through an
inspection program that satisfactory delivery has been made on an item,
the purchasing process is not complete:

 There are various ways of handling an inspection and testing program.
In most purchasing departments, inspection is basically the responsibility
of the individual buyer who placed the order:
 As an apphoval person; you have no hesponsibilities in the area of
inspection and tedting. It is good for you to know, however, what the
responsibilities are of the purchasing agent in a centralized purchasing
system. . The total inspection and testing program can be divided into
the following responsibilities:

1. Organizing the inspection program
2. Publishing an inspection manual
3. Establishing conditions and written procedures for inspection
4. Coordinating testing of similar items and sharing test results

A centralized inspection staff is probably the most effective method

of inspecting items, but is not usually the most efficient in a small_
government. In such governmental settings inspection functions should

be given to the smaller units of government with central purchasing making
spot checks in unusual circumstances. :

 *iiho in your governmental unit is responsible for inspection and
testing of items receiv2d?

~ *If you presently do not have an inspection and testing program,
do you think such a program would benefit your purchasing program?
Yes ____ No ...

Why or why not? __

. 1409
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CHAPTER V: SURPLUS ITEMS DISPOSITION

Sirplus items are those that exceed present and near future needs,

but are still useful. Surplus can result from:

1. The decrease in use of an item

An effective program of disposing of surplus items depends upon

alternatives in_the process.
three ways to dispose of {t:

Once an item is labeled surplus, there are
trans ferning, trading Lt in, or sebling Lit.
The method chosen depends on whether it is surplus or scrap, and whether

or not it is needed by other agencies.
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2. An item being replaced by a newer one

3. A program being replaced or discontinued

being able to identify what is surplus and what is scrap material.
is usually done through an inventory process controlled by central
purchasing. Again, the centnal purchasing authonity shoutld take complete
nesponsdibility fon identifying suwipfus and estabfishing methods for its
disposition. You, as an approval person, need only to know the basic




CHAPTER VI: WAREHOUSING

Warehousing is an extension of surp]us items d1spos1tion It 1

:"\UH

actually inventory control in a central geographic location, and it

the potential of cutting overhead costs, making materials available

when needed, and reducing complaints from using departments or services.

The total warehousing process includes two basic functions:

1. Receiving, stor1ng, and disbursing nepetitive use items

2. Receiving, storing, and disbursing surpfus scrap

Not alZ Local govennmznté would benegit §rom a wanehoutcng system,

but the percentage of. those now using warehousing should definitely be

increased. Any jurisdiction with a population of 50,000 or more and:

responsible for operating its own electrical, water,_and sewer facilities

would experience savings of many kinds by using a warehousing system.

wltbggt the named utilities, 100,000 would probably be the population
criterion; w1th one or two of the utilities,; 75,000 woutld be the criterion.

If you do not present]y have a wqrehggs1ng system in your government's

pﬁrchas:ng program; and you strongly believe that you should; discuss the
poss1b111ty with your purchasing agent. It is to_the benef1t of not only

your governmerit.
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@ INVITATION TO BID T
Project #2139 Date Issued: March 1, 1977
Vendor  Parker and Sens, Architects Bid opening date: May 14, 1977
Name and Second Street - _. o
Address: Lexington, Kentucky Time:_ 10:00 A.M.
Phone:  606-252-4031 Location: Room 208

First National Bank Building
Jonesville; Kentucky

Sealed bids must be received
by this date.

You are invited to bid on the following:

Jonesville Municipal Building-a four=story, thin-shell concrete, building,
300 feet in diameter, including electrical work and plumbing

Terms and conditions:

1. Bids must be mailed or delivered to the Board of Commissioners,

2. Bids must be submitted in ink or on a typewriter and signed in ink; they

must be presented in a sealed envelope with the Bid number and Date of openin
written in the lower left-hand corner: ) :

3. Any company failing to respond tv two consecutive invitations or four

courtesy responses may, at the discretion of the Board, be dropped from the
bid list.

4. A1l proposals must be on a _lump-sum- basis: Please quote yeur single best

net price. Bids must be firm, containing no escalator clauses

5. Delivery date is _ October 1, 1978.

6: Bid bond in the amount of _five percent of the proposal must
accompany each proposal.
7. Any product delivered that does not meet specifications as approved

by the Board; or does not produce the effect required, shall be returned
at the company's expense. And the company shall refund to the city any
money which has been paid them for the product.

i 8. The Board of Commissioners reserves the right to accept or reject any
bid according to the best interests of Jonesville. A bid may be awarded in

part or whole according to the best interests of Jonesville.
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GLOSSARY

Acquisition program--Acquiring of materials by purchases; should encompass

planning and scheduling, designing Invitations for Bids, soliciting
bids, receiving, opening, and evaluating bids, making awards, ex-

pediting, and contract administration:

Alternate bid--A bid submitted in knowing variance from the specifications.
Such a bid is only acceptable when the variance is deemed to be im-
material.

Award--The presentation of a purchase agreement or contract to a bidder;

the acceptance of a bid or proposal.

Bid--The instrument by which a supplier presents item specifications

and prices for a buyer:

Bid and award process-The process of seeking out a product and buying it. .
Bid-award file--A file that is divided into commodity and item sections_

each of which contains listings of who was solicited for individual

bids; what each response was; and other information. The bid-award

file is used to compare past bids for award patterns that might
reveal collusive agreements or to make other comparisons of data.

Bid bond--An insurance agreement in which a third party agrees to be
liable to pay a certain amount of money in the event that a specific
bidder, if his bid is accepted; fails to sign the contract as bid.

Bid deposit--A sum of money or check, deposited with and at the reguest
of the government, in order to guarantee that the bidder (depositor)
will, if selected; sign the contract as bid. If the bidder does not
sign the contract; he forfeits the amount of the deposit.

Bidders list--A 1ist maintained by the purchasing authority setting out
the names and addresses of suppliérs of various goods and <services
from whom bids; proposals, and quotations can be solicited.

Brand name spéti?iCétioh:;A,Specificatioh that cites a brand name, model
number, or some other designation that identifies a specific product
as an example of the qua'’ty level desired.

Budget data--Information contained in an annual budget submitted by using
agencies and approved by management.

Central purchasing authority--The administrative unit in a centralized
purchasing system with the authority, responsibility, and control of
purchasing activities. -
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Collusion--A secret agreement or cooperat1on between two or more persons

to accomp]ish a fraudulent, deceitful, or Uhlawful pUrpose

is bought or so]d, any moveab]e or tang1b1e thing that is produced or

used as the subject of barter of sale:

Commod1ty classification groupings--Groupings, each represent1ng a part1cu1ar
funct1on w1th wh1ch a group of products is common]y associated:

Eompet1t1ve b1dd1ng--The offer of pr1ces by 1nd1v1duals or firms compet1ng
for a contract, privilege; or right to supply specified services or
merchand1se

Compet1t1ye negot1at1on--A techn1que for purcha51ng goods and serv1ces,

solicited, negotiations are _carried on with each bidder, and the

best offer (in terms of performance; quality of items; price; etc.)

as judged against proposal evaluation criteria, is accepted; negot1ated
award.

Conditions of sale--A statement containing conditions of items and 1ist
of known defects for something to be sold; makes clear that
responsibility for inspection rests upon buyer.

Cost-savings analysis--Thé process of evaluating the difference between
snot purchasing and volume buyihg.

charactéristics that an item bid must possess to be considered for
award and so detailed as to describe how the product is to be mant-
factured.

D1spos1t1on--Act1ng to remove from the premises and control of a using
agency goods that are surplus or scrap. Disposition can be accom-
plished by transferring, selling, or destroying the goods.

Emergency purchase--A purchase made without fo]]ow1ng the normal purchas1ng
procedure in order to obtain goods or services quickly to meet an
emergency

form of compensat1on
Err6ﬁ§§g§7§1a::A7@1;gajgg1; 1@@,15 composing a bid resﬁlt1hg in an in-

to be awarded the contract.

Fixed price contract--A contract which provides for a firm price under
which the contractor bears the full responsibility for profit or loss.
o 155
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Group classification system--A system whereby supplies are grouped with

stock numbers assigned to each group and to each item.

Informal bid=-An unsealed competitive offer conveyed by letter, telegram,
telephone, or other me-:.:

Invitation for Bids--A reque. ., verbal or written, which is made to
prospective suppliers requesting the submission of a bid on commodities
or services.

Kickbacks==Acts of giving or accepting something of value to influence the
award of a contract.

Late bid or proposal--A bid or proposal which is received at the place

designated in the Invitation for Bids after the hour established by
the invitation as the time by which all bids or proposals must be
received.

Letter of complaint--Written procedure for serving compiaihts against
suppliers.

Line item--A procurement item specified in the Invitation for Bids for
which the bidder is asked to give individual pricing information and
which, under the terms of the invitation, is usually susceptible to
a separate contract award.

Lines of authority--In purchasing, the procedure for reviewing approval
of Invitations for Bids within an agency-established through state
and/or local statutes: ,

List price--The published price for an item that a vendor uses for in-
forming customers and potential customers.

Malfeasance--Misconduct by a public official.

Management information system--Reporting system showing items and
quantities bought in the past.

Market information files--The files on supply sources.
On-hand inventory--Supplies in stock.

Performance specifications--A specification setting out performance re-
quirements that have been determined to be necessary for the item
involved to perform and last as required.

Prequalification of bidders--The screening of potential vendors in which
a government considers such factors as financial capability,
reputation, management; etc., in order to develop a 1list of bidders
qualified to bid on government contracts.

Procurement-=The process of obtaining goods or services, including all
activities from thé preparation and processing of a requisition,
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‘ through rece1pt and approva] of the final invoice for payments.
The acts of preparing specifications, making the purchase, and
adm1n1ster1ng the contract are involved.

transaction with a vendor. A purchase order, when given to a ‘vendor,
should contain statements as to the quantity, deScription; and )
price of the goods or services ordered; agreed terms as to_payment,
discounts, date of performance, transportation terms and all other

Acceptance of a purchase order constitutes a contract.

Purchasing agent--An administrator whose job includes soliciting bids
for purchases and making awards of purchase contracts; buyer.
Purchasing official~-The administrative official who most directly over-
sees the activities of purchasing agents and those other aspects of

property management that are joined as separate or subordinate
sections under individual administrative control.

Purchasing manual==A formal collection of instructions relative to
procedures to be followed by all parties when making use of
or dealing with the purchasing department in procurement actions.

— Qualified bidder--A bidder determined by the government to meet minimum
‘ set standards of business competence; reputation, financial ability,
and product quality for placement on the bidders 1list.

Regional bidding--A bidding process whereby deliveries are made to widely

scattered points or the regu1rements are of a local nature. In
such a process, the bidders list is divided into needing geographic

regions.

Request for proposa](RFP)--A request for a bid on commodities or services

which is made to prospective buyers in competitive negotiation.

Rotational bidding--Invitations to b1dders wh1ch are sent out on a

rotational basis; each bidder gets a bid over a period of time.

Scheduled buying--A purchase for wh1ch a bid opening date is pre- .
scheduled so that using agencies' requirements for the period
covered by the contract can be gathered and combined for the

Invitation for Bids.
Sealed bid--A bid which has been submitted in a sealed envelope to prevent

of all bids; usually required by the. purchas1ng author1ty on maJor
procurements to ensure fair competition among bidders.

. Sihg]e-source,proeurement--An,award for a commod1ty"wh1ch,can only be
‘ purchased from one supplier; usually because of its technological,
specialized, or unique character.
157
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Spot purchase--A one-time purchase made in the open market out of

necessity or to take advantage of a bargain price.

Standard application form--A form that includes financial standing and

responsibilities, facilities for production, distribution and
service, and length of time successfully in business; used to pre-

qualify bidders.
Standard specification--A specification established through a standard-

jzation process to be used for all or most purchases of the item
involved.

Stock bin card--Card attached to bin which includes columas for receipts,
issues; remaining balance; and date::

Surplus property--Inventory not required by one using agency cr any using
agencies at the present time or in the foreseeable future.

Tabulation of bids--The recording of bids and bidding data that was
submitted in response to a specific invitation for the purpose
of comparison; analysis; and record-keeping.

Term contracting--A technique in which a source or sources of supply are
established for a specified period of time, usually characterized
by an estimated or definite minimum quantity, with the possibility
of additional requirements beyond the minimum, all at a predetermined
unit price:

Testing--A phase of inspection involving the determination by technical
means of the physical and chemical properties of items or compounds
thereof, requiring not so much the element of personal judgement
as the application of recognized and established scientific
principles and procedures.

Using agency--A unit of government that requisitions items through
central purchasing.

Vendor buying--Purchasing in large quantities in order to reduce the
price per unit; volume purchasing.

Want 1ist--=A 1ist of what items using agencies need but cannot afford
within their own budget.

Warehousing--The process whereby repetitive use and surplus items are

received, stored, and disbursed from a central gecgraphic location.
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APPROVAL MANUAL
POST TEST
" The attached questions directly relate to the information contained
in the Approval Manual you have just completed. Please answer each
question to the best of your ability by circling the correct answer.

You can check your answers with the answer sheet in the Appendix.
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APPROVAL MANUAL EVALUATION QUESTIONS

1. Centralized purchasing should be considered for your unit of
government:

a. If it is at all politically and financially possible

b. If you have more than 200,000 population )

c If you have a city manager form of government

d None of the above

2. In order that you, the "approval person" can help to establish the
central purchasing authority, you must have a working knowledge of:

a. Specification writing

b. State and local purchasing laws
c:  Surplus property classification
d. Contract types

3. Which of the following factors should be considered in forming a

centralized purchasing system:

Communication

Efficiency

Effectiveness
£ of the above

p-J [« e Rl ul-'E

bidders 1ist is a 1ist of suppliers who are:
Poss1b1e b1dders
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a Ereparlng spec1f1cat1ons

b. Prequalifying bidders .=

c. Receiving a bid from each bidder
d A1l of the above

6. Maintaining a bidders 1ist includes:

a. Changing item categories
‘ b. Resolving conflicts between bidders

c Deleting bidders from it

d None of the above
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7. An activity that should be included in specification preparation is:

a. Establishing a central control over specification preparation
b. Choosing methods of testing to be used

c. Establishing standard specifications for frequently purchased
: items

d. A1l of the above

8. The three basic types of specifications are: (Choose 3)

2. Design

b. Performance
c. Brand name
d. Single

9. The best and most often required process of awarding contracts is:

Formal sealed bids
Single source purchases
Emergency purchases

Competitive negotiations

ao ow
s e s s

10. Competition will be more or less 1nsured in the formal sealed bid

process if: _
a. A ]egglf@gt]ce is pr0v1ded
b. The bidder's 1ist is used in a manner most favorable to

competition
Terms, conditions, and spec1f1cat1ons of the IFB are set out

A11 of the above

aion.
L I

11. A "late bid" is one that is received:

More than 24 hours later than the time designated for opening

a.
bids .
b More than 2 weeks after the IFB has been issued
c. After the time set for opening bids
d. None of the above

12. Bid bonding should be used:

On all sealed bids

When openness is ‘desired

When the reputation of the bidder is known to be bad
When the reputation of the bidder is unknown

oo o
e s e
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‘ 13. In deciding who will receive the contract award, the approva] person
should base his decision on:

Sound reasoning and written gu1de11nes
Political priorities
Alternate bids

Qo oo

14. Emergency purchases should only be allowed:

a. In dup]1ca+e purchas1ng

b. Through permission of the central purchasing officer or someone
- in a higher position

c. Through permission of the seller

d. None of the above

15. Single source purchases are made when:

a. When a cer;§1n7§g]1ggf1s preferred by the purchas1ng agent
b:  When only one department needs the item

c. When there is only one acceptable vendor able to furnish the
: needed item

d: A1l of the above

= 16. Competitive negotiations are used when:

Time is a crucial factor

High technology items are involved

The purchase: is for professional services
All of the above

Qoo w

17 ,t1nes of author1ty for review and approval of all purchases are
established:

a Through the guidelines of state and local statutes

b. By the purchasing agent.

c. By the legal authority in the government

d. Through federal guidelines

18. One area in the purchasing organization where the purchasing agent
has final approval responsibility is:

Awardinyg contracts

Maintaining the bidders list

Writing purcha=ing laws

Setting up the purchrsing organization

Qo oo
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19. Malfeasance includes:

. Conf11cts of 1nterest
Bribery

Kickbacks
A1l of the above

T OO TN

20. “conflict of interest" is:

One of the port1es involved in a contract hold1ng a persona]

interest in its making _

E; A government employee conduct1ng an outside business and
- signing a contract with his own agency
d. A1l of the above ;

21. Any contract ihVOivihg a bribe or kickback should be:

. Reprocessed

a

b. Rejected
c. Questioned
d

: None of the above

22. The situation of a using agency ignoring purchasing rules:

a. Is not as bad as a case of bribery or conflict of interest and
should ot general]y be punished

Should be reprimanded through the board or chief executive

Is unpreventable and should be dismissed

Is worse than bribery or conflict of interest and should be

punished accordingly

Qoo

23. As an approval person, you have no responsibilities in the areas of:

Inspection and testing -
The bid and award process

Surplus items disposition

Both inspection and testing and surplus items disposition

oo o

24. Surplus items can Fé§ﬁif from:

a. Decrease in use of an 1tem

An item being replaced by a newer one

b
c. A program being replaced or discontinued
d

A1l of the above
25. Warehousing is inventory eaﬁtrei:

In a centra1 geograph1c location
On the management level =
On the supplier level h
None of the above

Qo0 g
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é APPROVAL ANSWERS TO EVALUATION QUESTONS
Answers Pac3 Reference
1. a 11.3.2
2. b 11.3.4
3. d 11.3.6
4. a 11.3.8
5. b 11.3.8
6. ¢ 11.3.8
7. d 11.3.9
8 abec I1.3.11
9. a 11.3.18
' 10. d 11.3.77
11. ¢ 11.3:20
12. d 11.3:20
13. b i1.3.20
14. b H.’3;é1
15. ¢ 11.3.22
16. d 11.3.22
17. a 11.3.23
18. b 11.3.26
19. d 11.3.26
20. d 11.3.26
21. b 11.3.27
B 22. b , 11.3.27
® 3. ¢ 11.3.31 and 32
24, d - 11.3.32
25. d 167 11.3.33
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ADVISORY MANUAL
PRETEST

The attached questions directly relate to the information contained

in the Advisory Manual which you will be studying. Please answer

each question by checking the correct answer:
_You are not expected to know many of the answers at this time. It
is only asked that you consider each question carefully and answer to
the best of your ability.
~ Completing these questions will help you to determine your weaknesses
and therefore to know those points on which you need to concentrate. You

I11.4.411
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ADVISORY EVALUATION QUESTIONS

1. Cheéck wh1ch of the f0110w1ng items are most often requ1red in
procurement contracts. (Check 5)

Time of payment

Bid bond

Bidding requirements
Use of patents .
Documentation requured
Termination of eontract
Damages on default

l

i

l

I

2. Check which of the f0110w1ng items are generally included in the
statement of work for a procurement contract: (Check 4)

procured

Method of payment

Delivery schedule :
Statement of method used in contractor seleection
List of appropriate contract sources

Quantities to be provided.

Checkpoints for accomplishment

l

l

i

3. Check which of the following statements you believe is more
app’icable to a Statement of Work.

A clear, comprehensive, complete, and 1ega11y corréct Statément

of the results to be achieved by contractors ensures that the

objectives are attained.

coupled with prevailing labor rates, other direct costs that

are believed to be necessary, indirect costs and fees may be

applied to derive an aggregate estimated total contract cost.

4. Check the following types of contracts which are applicable to

procurement. (Check 4)

Fixed price contract

______Cost reimbursement contract

Time and materials and labor-hour contract
Indefinite delivery contract

_ Letter contract

' ‘

l t
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5. Check the §oxms of contract most often used in procurement. (Check 3)

Purchase order

Fixed price )

Letter contract _

Definitive or expressed contract

! l

l

6. Check the most common methods of selecting contractors. (Check 3)

a. Non-competitive negotiations
b. Political affiliation

c. Geographic location

d. Advertisement-sealed bids

e. Competitive negotiations

7. Which of the methods listed in Question 6

obtains the lowest price?
_____Obtains the fastest service?

T Is the easiest to defend if challenged?

8. Indicate who has the respons1b111ty for each of the fol]oW1ng tasks:

the attorney (A), the purchasing agent (P), or the manager (M)

Drafting procurement contract clauses

Writing specifications
Making final approval on contract awards

Choosing the contract form

Establishing and maintaining a b1dders list

I

9. Arrange the following steps of selecting a contractor in the order
most effective.

AgfmgPrepare a statement of work

" Determine kind of specifications to be used

~ Draft invitation to bid

~ Ascertain the dollar amount of the contract

T _Place advertisement in newspaper

Award contract

—__ Open bids

— Prepare contract

___ _Execute contract
~ Receive bid bond

I1.4.v
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Execute an interlocal agreement - -
T Obtain approval by a state official
Have both the city and county enact an ordinance

11. Cheéck the dollar amount you. believe to be the most appropr1ate
threshold below which small purchases procedures apply:

None
5509,,
—%2,500
$5i000”

____$10,000

12. Which of the fo]]ow1ng items requ1re documentation when compet1t1ve
negotiation is used? (Check 4)

AdédUécy,of Compétitibn ,
Reasonableness of cost ,
Responsibleness of countractors
Need for patented equipment
Memorandum of negotiations
Existence of emergency

13. Which is the most effective and appropriate method for resolving
disputes between the contractor and the procuring authority?

___Court of law

——__Special court for procurement contracts

4Commerc1a1 arbitration

AAAAADec1s1on by purchasing agent with review by court

—_ Special Arbitration Tribunal

14. In your op1n1on, Tocal procurement activities would benefit most

from: (arrange in descending order of benefit)

—___A uniform procurement code adopted by all states
A model code which states and localities within any state
could use se]ect1ve1y
No state restriction or requ1rements on localities
Present state and local law

173
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_ INTRODUCTION TO
THE ADVISORY MANUAL

This manual on the advisory function of public purchasing has been
prepared because attorneys for cities, counties, and school boards are
substantially relied upon by purchasing agents and local officials for
legal advice in the purchasing field.

~_-With state and local governments given more authority and respon-

sibility in distributing federal funds, and technological advances
resulting in purchases of highly complex equipment, materials, and
systems, the legal aspects of purchasing have also increased. This is

seen in the purchasing agent seeking more of his legal advisor's time
and knowledge and the legal advisor advancing his own knowledge of

the purchasing system: A lack of purchasing knowledge on the part of
legal advisors results in undue problems for all concerned in purchasing
programs.

Obviously; not all state and local governments have the same
requirements and procedures governing purchasing. Differences exists
for example, in requirements for public advertising solicitation
techniques, and procedures for receiving, opening, and awarding bids.

of his governing laws in order to understand the legal relationships
between himself, the agency he serves; and the general public with whom
he deals. Most importantly, he should know how and where to obtain
Legal guidance He needs a legal advisor's guidance for accomplishing
most tasks for which he is responsible. Information about assistance
he will need is discussed in this package: o

~ Every public purchasing agent should have sufficient knowledge

~__ _The content of the package is designed to let you, as a legal
advisor, select and use material appropriate to the needs of your
jurisdiction's purchasing prog-am. It is up to you how you use the
information.
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CHAPTER I: ZENTRALIZi ™ P iwiiASING

Eentralized purchasing is now quite genera-ly recognized as a basic
element to the overall operations of governmc.... “"Centralized" does
not necessarily mean full or complete consolidation of all purchasing
requirements; but does entail a centralized system for allowing certain_
departments or commodities to be under a separate purchasing jurisdiction.

- Cer*rziized purchasing is thought to be appropriate only to states
and the Y. iér units of local government. This is not so. Though very few
smaller local governments have centralized purchasing, some would find it
valuable to employ such an approach to purchasing.

The objectives of centralized purchasing in government are funda-_
mental to_any efficient administration, and are reflected in such objec-
tives as lower unit costs, reduction in personnel and clcser control over
expenditures.

) Your responsibilities as a legal advisor to the purchasing authority ‘
for centralized purchasing are the following:

1. Determiné the procurement organization and process permitted
ur required by state law for your jurisdiction

2. Draft ordinances and interlocal agreements establishing

appropriate procurement organization

‘3. Advise local procurement authority on process and procedure
required

These responsibilities will be covered on the next several pages.

Local conditions usually determine the provisions of an authorizing

central purchasing charter: These provisions should ccver such areas
as the title of the agency, its place in the government structure,; and
the scope of its powe's and duties. State statutes usually nrovide that
the authority of central purchasing and its procedures ke vested in the

purchasing official. such procedures may include methods of purchasing,
delivering, storing; distributing, requisitioning, and establishing

standards.
~ *Go now to your state statute books and cite the statutes that
provide for or pertain to a local government's centralized purchasing -

authority. Describe each statute in one or two sentences.

—
— |
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‘ Statute R

Description o

Statute - _ o

Description — . __ _ __ _

statute I -

Description .

Statute ..

Description -

— ~ Though it is not always possible to establish a completely central-
‘ ized purchasing system, consolidation of certain purchases of common-use
jtems for all departments may be a practical and economical policy.

Most states regulate county government centralized purchasing
through a special or -general statute. Because of the vast population
differences,; it would be neither practical nor desirable for county
purchasing requirements to be under the same regulations. Since a
heavily populated urban county requires an elaborate purchasing system,
and a rural county much less, the general state statute should offer
latitude to each county in adopting rules and regulations to meets its
own needs.

be excluded from the state charter. State laws cannot adequately com-.
pensate for population differences and should provide for a broad range:

Detailed restrictions on centralized city purchasing should also

of operation so that each city can adapt appropriately. The city council

can provide detailed policies, subject to revision as required by changing
conditions. Again the local statute, though detailed, should only set
out general guidelines. Operating methods and procedures should be
established by the purchasing authority.

Inter-Local joint agencies in most states are regulated by state

Jaws which are flexible in regard to purchasing practices and policies.

This is usually necessary in order that management officials of the agency
can develop their own policies in cooperation with the Tocal authorities.
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CMAPTER II: BID AND AWARD PROCESS

The bid and award process of public purchasing includes all activities

of seeking out a product and buying it. The activities for which the

purchasing agent is responsible in the bid and award process are:
1. Establishing and maintaining a bidders list
Preparing specifications
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Evaluating and awarding bids
5. Working with alternative procedures (to bid and award process)
~ Your responsibilities as a legal advisor relate to all the above
1isted but especially to activities #3 and #4. For all the activities
you must keep the purchasing agent informed of federal, state, and _

local requirements. He relies upon you for knowledge of all constitu-
tional and statutory authorities and limitations affecting his _purchasing

program. Specifically; he depends upon you to help him with the following
functions: '

1. REVIEWING SPECIFICATIONS

2. SELECTING A CONTRACTOR
3. CHOOSING A TYPE OF CONTRACT
i, DRAFTING AN APPROPRIATE EONTRACT

-~ DRAFTING A STATEMENT OF WORK

U

6. DOCUMENTING PURCHASES
7. ESTABLISHING COOPERATIVE PROCUREMENT PROCEDURES

1. REVIEWING SPECIFICATIONS
“Specifications" are the technical and descriptive requirements of

a product and its intended use. Specifications should describe the

essential qualities a product should have to meet the acceptable purchase
requirements of the unit of government. These specifications are the
commuriication media between the buyer and seller as weli as the basis
upon which bids are prepared.
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In order that specifications are made suitable for obtaining the

best value; they must contain the appropriate degnee of nesinictiveness,

nestnictive enough to meet legal requirements and not tvo,neAtnlcixvgrfh

to inhibit competition. In other words, specifications for an item must

meet minimum legal requirements, while not setting limits that would

eliminate from competition those items that are actually eligible.

A Zegal yet neasonable degnee of nestrictiveness must be determined

by discussions between you and the purchasing agent. The legal yet

written specifications:
1. Functions or tasks to be performed by the item (or service)
2: Essential characteristics or design features of the item
3. Appropriate standards and methods of testing to be used

Each of these components will be discussed in more detail in

Function 5: Drafting a Statement of Work. But it is important to note
at this point that you and the purchasing agent should review each com-

ponent of all sets of specifications to decide whether it meets the legal

requirements of your local government, yet is not too restrictive to

hinder competition.

;é:l-.u
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Check your answers with thé previous page.

‘In some local governments; department heads and/or consultants,
not just the purchasing department, prepare and maintain specifications.
An increasing number of larger jurisdictions create specification com-
mittees to review specifications and/or advise the purchasing agent. A1l
local governments use &tandard specijications published by their state
purchasing department or by one of several federal agencies.

In addition to advising the purchasing agent on the individual
components of specifications writing, it is also your job to inform him
of the types of specifications he is permitted to use. There are three

1.  Brand name specifications cite a brand name, a model number or

some other designation that identifies a specific product as an exampfe
of quality level desired. The use of brand name specifications should B

be as 1imited as possible. Though they are quick and easy to use, they
tend to discourage competition and reduce chances of equal opportunity
among bidders.

2. Design specifications detail the characteristics that the item
to be purchased must possess. The use of design specifications is also
limited because the full detail they require is often too_restrictive for

obtaining actual performance needed. Such discourages full competition.

3. Penfonmance specifications describe the capabilities the
product must possess: These specifications are undoubtedly the most

efficient for the greatest number of purchases and are most preferred
in public purchasing today.

~ Each of these types of specifications and others are legally per-
mitted in certain situations in various types_of governments. Each has
jts advantages and limitations; and each should never be chosen to be
used because it is the casicst method. A specification type always
should be chosen for its effectiveness.

*Is éﬁyféﬁééiF?éatidh type disallowed in your govérinment, either by

state or local mandate? Yes No List and explain.

1. _

2. B —

3. _ | —
179
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2.  SELECTIN3 A CONTRACTOR
A contractor usually is selected through one of the following means:
a. Competitive scaled bidding
b. Competitive negotiution
c.  Non-competitive negotiation
d.  Smatl purchase procedures

Most state and local government laws require that all purchases over
a specified dollar amount be made whenever practical by competitive seafed

bidding. 1In this process, the purchaser goes through a series of steps to
select the "lowest responsible bidder" or "lowest and most advantageous

bidder." He first provides legal notice of the potential purchase and
sends out Invitations for Bids (IFB) to all qualified bidders. The IF8

contains purchase specifications; types of bids required; and details on

receiving and opening the bids. The purchasezr then receives; opens; and
tabulates the bids at the designated place: He then awards the contract
to_the bidder who not only satisfies the specifications set out in the
IFB but also submits a bid lower in unit price; total cost of operation,
or value per dollar than any other bidder whose reputation; past per-
formance, and business and financial capabilities satisfy the purchaser's
ne . Thus, he is called the "lowest responsible bidder" and awarded
the contract.

- When it is determined in writing that sealed bidding is infeasible;
contracts are usually permitted to be granted by competitive negotiation.
when time is a crucial factor, when the procurement involves high tech-
nology items, or when the purchase is for professional services, compet-

itive nec-tiation is usually permitted as the most effective method.
Negotiation generally involves formal bargaining to reach an agreement
on.price and other terms of a proposed contract. Most of the principles

that apply to the sealed bid and award process also should be applied to

competitive negotiation; for instance a 1ist of qualified vendors should
be prepared, public notice of the nceded product should be made, and

qualified vendors should be solicited. Most importantly, competitive nego-
tiation should be conducted in an impartial fashion and thus. be truly

"competitive:."
Non-competitive negotiation or “sole source” purchases usually are
permissable when it is determined in writing that competition is not

feasible, i.e., the product required is either patented or only available
from one source. Non-competitive negotiation is also uszd for emergency
purchases. The use of this procurement method should be closely controlled
by statute.

Smakl purchase procedures are a form of non-competitive negotiations,

but they are under the dollar amount. required for formal sealed bids.
The dollar amount of the purchase is usually not sufficient to justify
the administrative expense required by competitive procurement procedures.

This dollar amount is usually set at about $2,500.

180
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 some lccal government statutes and/or state laws denund that non-
competitive negotiations and small purchase contracts be subject to
the following stipulations:

1-  An annual report made on all nen-competitive procurements
2. Contractors' certifying the cost or pricing data used in
arriving at a contract price
3. Contractors' a. ~ding the government access to their records
and plans

Ay regotiation type procurement should be justified and have placed
in its contract file a documentation of the basis of the award to the
contractor.
 *low, see if you can name the four methods usually allowed for
contractor selection in a local government:

1 R | _
2 S
4. o .

(Check back to bage I1.4.7 for answers.)




_ *Are these four methods aliowed in your unit of government? Under
what conditions? ({(Refer to your statute books, if necessary:)

1. Competitive . -od bidding

Allowed? Yes No Under what conditions?

2. Campet&t&ve negotxat&on

Aiiowed? Yes No Under what conditions?

3. Nen-competitive negotiation

Allowed? Yes No Under what conditions?

4. Small punchase procedutes

11lowed? Yes No Under what conditions? —

~ *Are any other particular types of purchases prohibited by your
state or local statutes? List and describe.

1. - o

Not only are yggirespons1b1e for. d1rect1ng the purchas1ng agent as
to the conditions under which he is required to make a certain type of
purchase but also as to the Legal nequiriements in mak1ng that particular
type gffpurchasefiiIbls nay include; as stated on page I1.4.10, giving
adeguate public notice of the Invitation for Bia; opening bids publicly,
and/or awarding the contract by public notice. These restrictions will
vary from one governmental uw1t to another, and from one type of bid

to another.
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For instance; in a sealed bid purchase, the purchaser is often mandated
to go thwough the following processes:

1. Give adcjuate public notice of the Invitation for Bids (1FB)
2. Open bids publicly at the time and place stated in the IFB

3. Award the contract by written notice

3,  CHOOSING A TYPE OF CONTRACT

 Not only is a local government restricted as to the types of purchases
it can make under certain conditions; but it is usually required to use

particula~ contracts for each different purchase situation. If statutes

and/or ordinances do not set out guidelines for contract selection, @
is your responsibility to do such for the purchasing agent. A memor.:: .

to provide for justification of the type of contract selected (along w:i's
the method of procurement chosen) should be placed in the procurement file.

‘In the past; the most commonly used purchase contract was the fixed-

price contract; it allowed for fair and reasonable fixed terms following

open competitive bidding. However; a variety of contract types have evolved

in recent years following closely with the &valuation of different pur- _

chasing arrangements. The more complex and less definite requirements of _
some of today's transactions (provided through use of negotiation tech- o
niques) demand greater flexibility than is possible under a fixed-price

contract. :

 Contracts are generally classified according to (1) the foxm they
take, and (2) the pricing tenms they include. Contra-t fonms fall into
three catecories:

1.  The letter contract--a preliminary contractual instrument
2. The definitié contract--contract terms and conditions are
ag-2ed upon and expre:.sed in full

3. The hﬁftﬁase order--a simplified, rapiZ means of bﬁicﬁasihg
small quantities of standard materials

These contract forms are covered in more detail in function #4;:

"Drafting a contract." Contract forms are in turn, classified by tyu-
or the pricing provisions they contain and other factors. Proper

selection of the contract type is of prime importance in obtaining
anc reasonable prices for the buyer and the contractor.

The most commonlv used tu:cs of purchasing contracts are:
1. Fixed price contracts

2. Cost-reimbursement type contracts
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‘ 3. Time and materials and labor-hour contracts
4. Indefinite delivery type contracts

1. - Fixei-price contracts: This type of contract ‘- . agreement by the
contractor to produce an _item or perform a service iur.a price that is

either specified in the contract or ca]culated in its terms. The fixed-

price contract usually is used with a sealed i:id or negotiated procurement

and preferably conducted in a competitive env1ronment. There are basically
three kinds of fixed-price contracts.

a. Firm fixed-price contracts: This type of contract is absolutely

not subject to adjustment because of performance costs. Regardless of

his costs, the contractor collects the agreed-upon price for acceptable

performance: He receives the maximum reward. for efficient performance

and a possibility of maximum loss for inefficiency. The firm fixed-

price contract is especially suitable for; standand commerical purchases,
modigied commernical purtchases; purchases where spech fications are reason-
ably deginite, and construction.

b. Fixed-price contracts with escalation. (hen the det&veng on

péméokmance schedule of a fixed-price contract extends over = Long
percod 0f-time, contractors may want to protect themselves from unusual
risks by 11st1ng a number of circumstzwces under which their prices may

] be adjusted: This contract is used fc¢:* purchases directly affected by
E ~ industry-wide wage rates.

c. Fixed- pr1ce irn.antive contracts: This type of contract- prov1des
for the establisament of the final contract price by the application of
an agreed-upon. formula relating profit to total _actual contract costs.

It motivates the contractor to increase his efficiency and reduce his

costs while producing the bes* possible item. It is best used in ,

situations involving rowitss i elopment wornk such as modigicat. c.is 1o
extsting hardware and ger#+=>i7% for large amounts extending over iong

periods of time.

~ _As _you can See;. all fixed pr1ce coatracts limit the prlce for the
total effort undertaken, eachk kind allocating the elemént of risk and
incentive in a d1fferent mannéer.
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~_ *For each of the following items, state type of fixed price contract
(firm fixed-price, fixed-price with escalation, or fixed-price incentive)
that should be used in its purchase (assuming it is purchased under
sufficient competitive procedures).

Item Type of fixed-price contract

1. Five police cars immediate delivery

2. Meat products for school cafeteria
on a one year contract basis

3.  Construction of néw municipal
building

4. Computer system maintanance
and development

5. Police and fire forces uniforms
on a one year contract basis
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Answers are:
1. Police cars--4irm gixed-price
Meat products--gixed-price with escalation

Construction--f.um fixed-price

& W N

Computer maintenance--§ixed-price incentive

5.  Uniforms--fixed-price with escalation
2. Cost reimbursement type contracts: This type of contract provides
for payment to the contractor allowable coscs incurred in the performance
of the contract; to the extent prescribed in the contract. It does

compet1t1ve env1ronment when uncertainties are involved to such an
extent that cost of performance cannot be reasonab1y est1mated In

insure wasteful methods are not be1ng used.
There are four bas1c k1nds of cost reimbursement type contracts:

a. Cost contracts. The contractor receives no fees, but the buyer
agrees to reimbursz the contractor for allowable costs as governed by

applicable state and loc- 3.
b. Cost- p]us fix _huracts. A fired fee ic nego*1ated and
does not_ vary with tra ac. :0st; but may be adjusted as a result of

changes in work or services .o be performed. This contract {4 appropriate
when therne is insuggicient cost data upon which to base a f§ixed-price
conthact. Because the fixed fee does net vary in relation to the
contractor's ability to control costs, the cost-rlus fixed-fee contract
provides the contractor with only a minimum incentive for cost centrol.

c. Cost- p]us-1ncent1ve—fee cc itract. This contract provides for
reimbursement of the contractor's aliowable costs. A target cost, a
target fee, a minimum and maximum fee and a fee adjustment formula are
set forth in the contract. The target cost is the best estimate of the
cost -of completing the work. If the contractor's actual costs are less
than the target cost, he receives a larger fee than the target fee (based
on fee formula). If his costs are greater than the target costs, his

target fee is adjusted downward.

d. Cost-plus-award-fee contract. -Agdain a minimum and maximum fee
is set between which the contractor receives a return based upon the
level of performance achieved. In this type of contr.ct, the contractor's
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performance is evaluated periodically and the fee adjusted accordingly.
Tnis type of conthact {5 generally used fon desdan, architectunre,
j.oghamming, and engineening.

Ho+a: Srecizl provisions may be added to the above contracts in order to
5 "W onoew dimensions.  Such provisions may include 1imitation-of-cost
o da 11y~ overnsar rate.
O *Ramn G diTferent cust-reimbursement type contracts and describe
a significan- ‘actor of each.

3. [ ——

Review the previous pages to check your answers.

3-- -Time and materials and labor-hour contracts. A time and materials
contract is ‘or the purchase of supplies or services on the basis of
payment for labor performed, and for materials at cost. The hourly rate
is fixed and includes direct and indirect labor, overhead, and profit.
For the most part this type of contract is used for repair, maintenance
or overhaul work; or for emergency work requiring commercial contractors:
1ts use should be Bimited to instances where it is difficult Lo estinate

the extent orn duwration of work on to anticipate costd with any degree of —
accuracy.
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In th1s type of contract, strict contractor surveillance is necessary
to ensure that performance by the contractor is not wasteful. The labor=
hour contract is the same as the time and materials contract, except that
the contractor does not provide materials.

4. Indefinite de]1very txpe contracts. When the exact t1me of delivery
is-not knovn at the time of contracting one of the following indefinite
delivery type contracts can be used:

- Def1n1te quant1ty control. This contract is uséd for a spec-
ified quantity of supplies or extent of service to be provided at
designated locations on order. The contract unit should be established

at a fixed price:

b: Requ1rements contract This type contract is used when the
quant1ty of supplies or extent of service can only be gstimated. The
buyer obligated himself to place orders with a contractor whose prices
and terms of delivery have beén establishéd to be the best offer. Al
requirements for a particular item or service must be filled during the
life of the contract for the ordering activities shown in the contract.
Requinement conthacts are used for commercial or modigied commercial
Ltems which have a hecwuiing demand.

.C. Indefinite quantity contract. In this contract, quantities of
supplies or_services are not Stated, except within 1imits. The buyer
only guarantees that he will purchase an agreed minimum quantity during _
the contract period. There is only a stated maximum quantity that cannot
be exceeded. This typé contract is used for the same categories of items
as the previous two types of indefinite delivery contracts.

There are many different types of contracts available to ceover the

broad spectrum of contracting operation. The rangg71§7grg§;, ar fording
procurement organ17at1ons f]ex1b111ty to fit the appropriate type con-
tract with the nature o7 the item(s) purchased. The contract selected
frr esch purchase should be of any type (or combination of types) that

promsics tha pest interests of the government.

priafe tipe contrac: for each procurement, the following five factors
are cf prime considuration:

Specifically, to make an intelligent decision as to the most appro-
1. The zxtent iu which it is possible to estimate costs in advance
2. The extent of competition used

3. The type and complexity of the purchase

4, The urgency cf the purchase

5. The period of contract performance

Additional factors, which were covered und2r the 1nd1vidua1 ccntract
descriptions, also are imnortant to consider. S&enerally, the jixed-priced

(n‘
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conthact probably is the most desirable type of contract, since require-

ments are clearly defined and the most fair and reasonable prices are
offered to the government. On the other hand, the cosl-plus-fixed-fee
contiact should be used only when absolutely necessary; since it offers
contractors little incentive to reduce costs or improve performance.
The various incentive-itype contracts are between the two extremes and

were developed to attain purchase flexibility.

*Name thiee of the five factors to consider in choosing the most

appropriate contract for a specific purchase.

[P _ R
2. L L
5. . ,

Refer to the previous page for your answers.

4,  DRAFTING A CONTRACT
Drafting a contract calls for:
a. Choosing the correct contract form
b. Including appropriate provisions in the contract

a. Choosing the correct cantract form

~ Knowing how to draft a contract has a direct bearing on tha - vertual
cost of purchasing. In the last section we saw how the use of & ceriain
type of contract in the wrong situation can only have harmful conssguences.

The use of the wrong foam of contract also can cause waste or allow abuse.

 contract forms fall into three basic categories: The definitive
conthact, the purchase order, and the Letter contract.

1. The definitive contract. Thi: contract is one in which all terms
and conditions are agreed upon and expressed in full. 1t can be used
only when there is sufficient time for negotiation. It does provide
for the most precise terms, and the most agreeable conditions for both
the buyer and contractor.

2.  The puichase onden. This is a simplified form of a definitive

contract that normally contains pre-printed contractual provisions. It

is used when supplies or services are bought on a fixed-price basis, and

the price does not exceed a certain dollar amount (for instance, $2,500).
o 159
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3. The Retter contract: This is a written preliminary contract which
authorizes imw.:-ir:.~ manufacture of supplies or performance. of servicess;.
ingluding pla ~::- It is intended to get the contractor started without
delay; as in \ . ~ ..e of emergencies.  This form of contract occasionelly
serves to initiate production of eritical supplies and purchases when
administrative delays or negotiation impasses are present.

_ Safeguards usually have to be established to prevent over-dependence
on letter contracts. One safeguard, for inttance; would be that the
letter contract must be replaced iy a i»7initive contract within a
certain number of days. Still the .uiird-tor already has the business
and_the buyer is at a disadvantage because negotiation of the definitive
contract is limited to coverade of the letter contract. To prevent this,
the letter contract should contain agreement:

a. That the contractor wiil begin work immediately
b. That certain definitive contract clauses will be acknowledged

" c. That the contractor will keep under the monetary limit set
in the letter contract
- d. That the contractor will enter into negotiations in good faith
to arrive at a fair definitive contractural arrangement with the buyer
- _Since a letter cnntract generally is looked upon with disfavor, its
use must be justified by the buyer in writing and placed in the appro-
priate files.
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Refer to the previous page to check your answers.

b. Including appropriate provisions in the contract

~__Contractual provisions must proviue not only for a sound and com-

plete agreement; but allow for administrative, contractual, or legal

remedies in case the cr-tractor violates or breaches contract terms.

Minimum provisions shouid include: (1) peifonmance and payment,

(2) contract bonds, (3! contract termination, (4) default, (5) patents

and copyright, (&) ace & o contracton's neconds, and (7) settlement of

&/bspu,te/s; -
1. Perfonmarc  ind payment. Conditions and terms should be set

out for specifics of .ow the work should be performed and how payments

are to be made.

Complicated or involved contracts usually provide a Statement of

Work as a special section of the contract to describe in precise terms_ -
the tasks, materials. and/or services to be procured in order to fulfill

a requirement. The Statement of Work will ordinarily include specifications
as well as a time schedule for performance. (In view of the importance

of the Statement of Work, this document will be treated separately.)

2. Contnact bonds. Contract bonds can be broken down inta two

categories: general bid bonds, and performance and payment bonds.

~ a. General bid bonds--in all contracts for construction or
facility improvements over $100;000; a_general bid bond is required.
A sample contract provision for general bid bonds as suggested is in the
Ap. ~ndix, Exhibit I.

~ b. Performance and payment bonds--contracts or facility improve-
ments in excess of $100,000 are also required to provide a performance
bond. LEAA's suggestion for performance and payment bonds can be found
in the Appendix, Exhibit II.

3.  Contract Termination. A1l contracts in excess of a set dollar
amount contain suitablc provisions, conditions, and methods of 2ircum-
stances beyond the contracton's control. LEAA provides an example for
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cost-plus=fixed-fee contracts that covers both convenience and default
termination. That provision can be seen in the Zppendix; Exhibit III.

4. Default. It ig usually necessary to include a prOV1S1on in
the contract in the event that a termination for default becomes
necessary. Pga1n, LEAA provides siuch an example prOV1s1on appropriate
for inclusion in form fixed-price contracts. The provision can be used
as an advance dgreement in the event a termination for default bécomes
necessary during the period of contract performance. This provision
is found in the Appendix, Exhibit IV.

5.  Patents and copgnights. A1l purchasing contracts should con=
tain a notice that any discovery or invention that is developed as #
result of the work performed under contract to an LEAA grantee or sut=
grantee should be referred by the contractor, through the purchaser to
LEAA. LEAA will then determine whether or not and where a patent or
copyright application should be filed. The purchaser will, in turn,

(by agreement of the contractor) have a royalty-free license on the
product. SamaV: Lintract provisions reflecting the LEAA requirements
for Prionis, Copyrights, and Rights in Data are in the Appendix, Exhibit V.

Access to ccintractors neconds. The contractor should agree to

give the purchaser the right to examine, audit, excerpt, and transcribe
any records of the contractor that d1rect1y relate to the contract:
LEAA suggests a provision listed in the /ppendix, Exhibit YI.

7.  Se*tlements vg disputes.. 1t is 1mportant that a metnod be

provided for prompt action on claims and disputes arising under a

procurement contract. Some contracts provide that the public procurement
officer may make an initial decision subject to review by the courts;

while other contracts provide for cci.-ercial decision. The State of

Pennsylvania established a permaner:* Board of Arbitration with original
Jur1sd1ct1on over contractual controversies and appeals to a spe61f1ed

court in the state capital.
The American Bar Association Remedies vo aittee for the Model
Procurement Code states the problem:

It is. con51dered essential that the procur1ng
Activity have_authority to settle contract:con-
troversies: This would avoid unnecessary 1iti-
gation and often is essential for fair treatment
of parties contracting with the State.
. «. .. on the other hand, some safeguards. are
needed to assure that "na settlement authority
is not abused;

The Mode: Procuremen. . ..= . .7i5e$ to reconcile these twp goals

by suggestin~ the provisions i-cced 1n the Appendix, Exhibit VII.
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Name five of the seven bréviéions that should be included in
every purchase contract.
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contract are: Peifonmance and pagment, contract bonds, contract
tenmination, default, patents aid copyrights, access to neconds, and

" The seven prov1s1ons that shou]d be included in a procurement

settlements of disputes. Each of these provisions must be set out in

every contract to which it applies. There is another provision even

more important to include: the Statement 05 Wonk:. Because of the

importance of the statement of work provision, it will be discussed
separately in the fo]loW1ng section.

5. DRAFTING A STATEMENT OF WORK

The statement of work (SOW) is the s1nqle most important element

of a contract, and subsequently, of the purchasing procedure: It is

the statement that specifically describes the tasks to be accomplished

by the contractor, the conditions under which the work is to be performed,

and all goods and services to be supplied. . The SOW has a direct in-

fluence upon the quality of the contractor' s .performance and the nature

of results obtained. If the SOW is deficient, the complete project may

be a failure or contract price and adm1n1strat1ve costs may be greatly

increased.

The main obJect1ve of the SOW is to insure that the products,

purchased meet the required specifications. This can be accomplished

by including the following information in the SOW:

a. Clearly state the work required of the contractor
b.  Set reasonable pricing limits

¢. Identify needed resources

d. Include appropriate specifications

e. List proper quantities
f: brbvidé checkpoints for accomplishment

g: Set time frames for each task to be performed by the contractor

Us1ng a-g above, draft below a statement of work for the specifi-
cations that are in the Appendix, Exhibit VIII.
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6.  DOCUMENTING PURCHASES -
In documenting purchases, purchasers usually use their own procure-

ment regulations and procedures which reflect applicable state and local
laws: The miaimum standards usually required for the following types of

purchases are listed below:

a. Records for formal advertised procurements
b. Records for negotiated procurements

¢. Justification of type contract

a. PRecords for formal advertised procurements

" Records of formal advertised procurements are necessary to show
that in the basis for contract or selector there was adequate competifion,
and that the selected contractor was both nesponsive and responsible in
his bid.

To show there was adequate competition, the bid price must be fair

and reasonable. A cost is reasonable if, in its amount; it is no _more

than would be incurred by an ordinarily prudent person in conducting
government service or business. Determination of adequate competition

(and cost reasonableness) must be documented and placed in the purchase

file. ,
, The nesponsiveness and ﬁ§§ﬁ§ﬁ§§5£§§tg7§f a bidder should have been

determined before the award was made; but are necessary to justify in

writing once the contract is drawn up:

The responsiveness of a bid aébéﬁds ﬁpoﬁ whether or not it complies

with a1l provisions in the Invitation for Bids, including method, time-
liness, and substance of the bid. A bidder is responsible if he is a_
proven dealer in the commodity and can be relied upon to perform satis-

factorily.. If the contractor's bid is found to be either not responsible
or not responsive;. reasonings should be documented and included in the
procurement file; and -the contractor should be notified that his bid
will not be given further consideration. An LEAA example of records of

formal advertised procurement is shown in the Appendix, Exhibit IX:

b. PRecords for negotiated procurements

Negotiated procurements must include documentation of:

1. Adeguacy of competition {and therefore reasonableness of cost)

2. Basis for contractor selection (whether the bid is both responsible
and responsive)

3. Justification of purchase method
 Justification of the purchase method (#3) is the most fmportant
for negotiated procurements. (#1 and #2 are most important for formal
purchases and were discussed in the previous section.)
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~ Justifying the purchase method is to show that there was adequate
competition if at all possible. Determination with supporting rationale
should be documented in the purchase file. An LEAA example of justi-
fication for a non-competitive procurément is shown in the Appendix,
Exhibit X:

*Renameé thée three factors that should be documented in a negotiated
procurement.

1. e -
2. R .
3. o

Refer to page 11.4.22 for the correct answers.

c. Justification of type contract

A memorandum for inclusion in the procurement file which provides

the justification for the type of contract selected. An L.EAA example

. for this is shown in the Appendix; Exhibit *I.

7. ESTABLISHING COOPERATIVE PROCUREMENT PROCEDURES

- .Local jurusdictions sometimes engage in or are required to engage
in cooperative procurement. This is the process whereby two or more
political entities buy under the same contract to obtain benefits of
volume purchases and/or reduction in administrative expenses. Since
cooperative purchasing programs necessarily extend across jurisdictional
lines; statutory autherization is required. Generally, this involves

a specific act for each specific instance.

Sound cooperative- purchasing programs require that all participants
be actual parties te the contract.  Such a_requirement protects the
principle that a bidder knows for whom he is bidding and who receives
the -bid.  Programs such as this have been very successful in a variety
of relationships; including state and local governments, and county and
municipal governments.
~ - The weakest programs are permissive-type arrangements whereby a
third party agency, such as a local government, can use a contract
(such as a state's) if, when, and how it chooses. State contract
prices become, in effect, ceiling prices against which non-state
agencies can bargain. Such practices place the successful bidders in
the position of having their contract prices as targets against which
other bidders may negotiate. Obviously, any appreciable amount of
this "second biading" discourages bidders from offering their most
favorable prices on state contracts.
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Central warehousing can heip provide for development of a success-

ful cooperative purchasing program. The largest governmental unit can

buy in huge quantities, while smaller units either can order or pick up
certain types of items from the warehouse.

Not all state and local governments have the same requirements and

procedures governing cooperative purchasing. Therefore, when two or
more purchasing jurisdictions seek to combine their needs for mutual
advantage difficulties often are encountered in meeting the legal re-:

quirements for all particip 1ts.  Considering the divergence of policies

and practices that exist among states, cities, and counties; a purchasing

agent finds it difficult to assign his purchasing authority to another
jurisdiction without departing from his own jurisdiction's established

practices. Since the degree to which he must comply with his own pur-
chasing laws when entering into such cooperative agreements is usually
not made clear in the statutes, cooperative purchasing is not always
enthusiastically or effectively urdertaken. Proviscons for cooperative
purchasing must be designed Zo eliminate <interpretations that are eilthen
50 nestrictive that they hinder widespread use of cooperative purchasing,

on too weak to controf (t. The basic requirement of such provisions

should be that the purchasing authority conduct its operations according
to the principles of open competétion: Procedures and practices for

insuring this competition can be left to the rules and regulations of the
purchasing authority. '

Since govermment purchasing procedures are far faom standandized,
your unit of govermment, Like cveny othen unit, has a dire need for aid in
ntenpretation and implementation of &ts awn combination of federat,
state, and Local punchasing regulations. Goveanment Officials need a ,
fegak authonity knowfedgeable in the purchasing arca to help them establish
A purchasing system and to operate it according to the diverse needs of
the using agencies, the suppliens, and the public.




CHAPTER III: APPROVAL PROCESS

In order that purchases are legitimate in all respects, they must not

only comply with state and Local regufations, but must also be consistent
with federaf laws and standards.

) The three most important sets of standards which relate to the pur-
chasing process are:

1,  LABOR STANDARDS

9. CIVIL RIGHTS

3,  [ENVIRONMENTAL QUALITY

1. LABOR STANDARDS
For wage and hour standards, the Public Conthacts Act requ1res every

employer engaged. in public construction, service, or supply to pay his
emp]oygg§7§t7§7r§tg not less than the federal minimum wage and to pay

1 1/2 times the bas1c rate of pay for all hours worked over eight in any
one day or forty in a week, whichever is greater. Most states have mini-
mum wage and hour acts, modeled after the federal Fair Labon Standards Act,
requiring that every employer pay his employees not less_than a minimum
rate fixed by law and 1 1/2 times (for 1nstance) the basic rate for all

work performed in excess of forty hours in any work week.

The Davis-Bacon Act prov1des that every. contract for pub11c con=
struction-shall contain a_ provision Stating that the minimum wages to be
paid shall_be based upon the wages determined to be prevailing for corre-
sponding classes of laborers and mechanics employed on projects of a char-
acter similar to the contract work in the city, town, or other subdivision
of the State in which the work is to be performed. Every contract shall
contain a stipulation that the contractor or his subcontractor shall pay
all employees employed directly upon the site of the work tunconditionally
and not less often than once a week the full amount accrued at time of
payment; computed at wage rates not less than those contained in the

determination of prevailing rates.

~ The local purchas1ng agent has the following duties in regard to
such wage rates:

S I Cert1fy in the application process that they will assure com-
p11ance with Section 110 of the Act.

198

11.4.25




PCPLG

2. Designate appropriate staff to act on behalf of the recipient
to ensure compliance with all. app]iééb]é labor standard requirements as

cations:

: 4. ,,Ensure inciusion in all construction contract documents and
bid speu1f1cat1ons applicable wage determinations and labor standard

provisions.

5. Ma1nta1n full documentat1on, available to HUD, of all Section
110 requ1rements, namely,

Weekly payrolls

Requests for wage decisions

Requests for additional classification
Copies of wage decisions and any modifications
Start-construction notices

ﬂhféité inspection reports

Employee interviews

Correspondence and memoranda

Wage restructures

Pre=construction conference records

Oy Q=T -hd AN o

Nbtain the Wage Determinations:

a. NArea Wage Determinations are pub11shed periodically in the

. Federal Register and are effective until modified. HUD Area Office
will furnish upon request.

b. Individual Project Determ1nat1ons are 1ssued by the u. S.

Department of Labor on request for prOJects not covered by Area

Determinations. Each determination expires 120 days from the date of
issuance.

c.  Reguests for Wage Determination are made on the Labor SF- 308

form with the following information provided:

Project location

Description of proposed work

Dollar value of contract

Proposed dates of advertising for b1ds
Crafts for which wage determinations are requested

Available evidence of contract payment for similar work

7- Ver1fy with AUD Area Office the current eligibility status

of all contractors to be used:

8.  Hold a conference with principal contractor and available sub-
contractors prior to the start of construction to advise them of their
responsibilities: A report to be prepared and rétained by rec1p1pnt

should include the following information: B
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Project name, location and description
Mame of contractor

Contract amount

Conference attendees

Summary of items covered
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9. Obtain. Weekly Payrol] Submission and Review (Form WH-347) from

each contractor and subcontractor and examine for: accuracy and completeness.

Field inspections and employee interviews should be used as needed
10. Maintain and file a labor standards enforcement on each proaect

Wﬁfﬁf]livﬂﬁscerta1n that the contractor's use of apprent1ces meets the
requirements of law:
The Copeland Act is for the purpose of preventing kickbacks and

provides that:

However, by force, intimidation; or threat of

procurement dismissal from employment, or by any

other manner whatsoever induces any person employed

in the ecenstruction; prosecution; completion or

repair of any public bu11d1ng _public work; or

building or work financed in whole or in part by

up any part of the compensat1on to,whlch he is
entitled under his contract of employment, shall
be fined not more than $5;000 or imprisioned not
more than five years, or both.

2. CiviL RiGHTS
Equa] Employment Opportunity Act prOV1des that, under all contracts

in excess of $10,000, each contractor shall be required to have an_

affirmative action plan which declares that it does not discriminate on

the basis of race, color, religion, creed, national origin, sex, and age:
The contractor should specify goals and target dates to assure the
implementation of that p1an

The provision shown in the Append1x, Exhibit XII is a typ1ca1 example

and is suitable for both. fixed-price and cost reimbursement contract types.

Such a provision is appropriate unless the particular contract is exempt

under the rules, regulations; and relevant orders of the Secretary of Labor
(Title 41 Code of Federal Regu]at1ons - Chapter 60).

3. ENVIRONMENTAL QUALITY

The Clean Air Act states that contracts and subqrants of amounts

in excess of $100,000 shall contain a provision which requires the
recipient to agree to comply with all applicable standards, orders or
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regulations issued pursuant the Clean Air Act of 1970. Violations shall

be reported to the grantor agency and the regional office of the Enviren-

menta! Protection Agency.

- pefer to the Appendix, Exhibit XIII for a sample contract provision
jmplementing the requirements of the Clean Air Act: Such a provision is
an example of a clause suitable for both cost reimbursement anc fixed-
price contract types.

2111
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EXHIBIT I
BID BONDS - CONSTRUCTION CONTRACTS OVER $100,000

1. A1l bids shall be accompanied by one of the T0110w1ng forms
of- bidder's security:

-Cash
-Cashier's check made payable to the purchaser

-Certified check made payable to the purchaser

-Bidder’'s bond executed by a surety company authorized to de

business in this state, made payable to the purchaser

2. The security shall be in an amount equal to at least 5% of the
amount bid.
3. If the contract is ﬁéfiéW§faéait6 the b1ddéi, the sécuﬁity

will be refunded within 3 days of the announcement of the award

4. The bid bond will be returned to the successful b1dder on -

bidder fails to execute the contract, the amount of his security shall
be forfeited to the purchaser.

203

11;4;3é




ADM

EXHIBIT II
PERFORMANCE AND PAYMENT BOND = CONSTRUCTION CONTRACTS OVER $100,000

1. The Contractor agrees to furnish to the governmental unit at
his own expense a performance bond and a payment bond which shall be=
come binding upon the award of the contract to the Contractor.

2. The performance bond shall be 100% of the contract amount,
conditioned upon the faithful performance of the contract in accordance
with the plans, specifications and terms thereof. The bond shall be

solely for the purchaser.

3. The payment bond shall be f1xed at 100% of the contract amount
solely for the protection of claimants, as defined in paragraph 6 of

this clause, supplying labor or materials to the pr1nc1pa]7§gntractor

or his subcontractors in the prosecution of the work provided for in
the contract.

4. The bond shall be executed by a surety company authorized to

do business in this state. The purchaser shall be the payee.

5. The bonds shall be filed in the pﬁkEﬁé§éF'§ office within 7

days of the notification of the award of the contract:

6. A "Claimant" means a person having furnished labor, material

or both, used or reasonably required for use, in the performance of the
contract.

7. A claimant who has furnished labor or material in the prose-
cution of the work provided for in such contract in respect of which
payment bond is Furn1shed under the provisions of paragraph 3 of th1s

tion of a per10d of 90 days after the-day on which the last of the labor
was done or performed by him or material was furnished or supplied by
him for: which claim 1s madé, .may sue on the payment bond for the éméﬁﬁt,

aet1en, prosecute such act1en to final _judgement. for the sum justly diie
him and have execution thereon. A claimant not having a_direct con-
tractual relationship with the principal contractor shall not have a
right of action upon the payment bond unless (a) he has within 30 days
after:furnishing the first of such_material or performing the first.of
such labor, served on the principal contractor a written notice; which
shall inform the principal of the nature of the materials being furnished
or to be furnished; or labor being performed or to be performed and
identifying the party contracting for such labor_or materials and the -
site for the performance of such_labor or the delivery of such materials,
and (b) he has: g1yéh writter notice to the principal Contractor and

the last of the labor or furnished or supp]ied the last of the material
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for which the claim is made, stating with substantial accuracy the
amount claimed and the name of the party to whom the material was
furnished or supplied or for whom the labor was done or performed. Each

notice shall be served by mailing the same by certified mail, postage
prepaid, in an envelope addressed to the principal contractor, the pur-
chaser involved, at any place at which said parties maintain a business
or residence. The principal Contractor shali not be required to make.
payment to a subcontractor of sums due:from the subcontractor to parties
performing labor or furnishing materials or supplies; except upon the

receipt of the written orders of such parties to the subcontractor the

sums due such parties.

8. The agent in charge of the office of the purchaser shall
furnish to anyone making application therefore who submits an affidavit

that he has supplied.labor or materials:for such work and payment there-
for has not been made; or that he is being sued on any such bond, or
that it is the surety thereon; a certified copy of the bond and the
contract for which it was given, which copy-shall be prima facie

evidence of the contents, execution and delivery of the original.
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EXHIBIT III

TERMINATION FOR DEFAULT OR FOR CONVENIENCE OF
THE PURCHASER (STATE OR LOCAL GOVERNMENT)

. 1.. The performance of work under the contract may be terminated
by the Purchaser in accordance with this clause in whole; or from time
to time in part:

a. Whenever the Contractor shall default in performance of this

contract in accordance with its terms (including in the term "default"
any such failure by the €ontractor to make progress in the prosecution
of the work hereunder as endangers suc!; performance), and shall fail to
cure such default within a period of ten days (or such longer period as
the Purchasing Agent may allow) after receipt from the Purchasing agent
of a notice specifying the default; or

. b.  Whenever for any reason the Purchasing Agent shall determine
that such termination is in the best interest of the Purchaser. Any such
termination shall be effected by delivery to the Contractor of a Notice
of Termination specifying whetner termination is for the default of the

Contractor or _for the convenience of the Purchaser, the extent to which
performance of work under the contract is terminated, and the date upon -

which such termination becomes effective. If, after notice of termination
of this contract for default under “"a" above; it is determined for_any

reason that the Contractor was not in default pursuant to "a", or that _
the Contractor's failure to perform or to make progress in performance is
due to causes beyond the control and without the fault or negligence of
the Contractor, the Notice of Termination shall be deemed to have been

issued under "b" above; and the rights and obligations of the parties

hereto shall in such event be governed accordingly.
. 2. After receipt of a Notice of Termination and except as other=
wise directed by the Purchasing Agent, the Contractor shall:

a. Stop work under the contract on the date and to the extent

specified in the Notice of Termination:

b.  Place no further orders or subcontracts for materials,

services; or facilities, except as may be necessary for completion of

such portion of the work under the contract as is not terminated;

c._ Terminate all orders and subcontracts to the extent that
they relate to the performance of work terminated by the Notice of

Termination;

directed by the Purchasing Agent, all of the right, title, and interest
of the Contractor under the orders or subcontracts so terminated; in

d.. Assign to the Purchaser, in the manner and o the extent
which case the Purchaser shall have the right, in its discretion, to
settle or pay any or all claims arising out of the termination of such
orders and subcontracts;
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 e. With the approval or ratification of the Purchasing Agent, to.
the extent he may require; which approval_or ratification shall be final

and conclusive for all purposes of this clause, settie =11 outstanding

liabilities and all claims arising out of such termination of orders
and subcontracts, the cost of which would be reimbursable in whole or

in part, in accordance with the provisions of this contract;

. Transfer titie to the Purchaser (to the extent that the title

nas not already been transferred) and delivered in the manner, at the
times, and to the extent directed by the Purchasing Agent, (i) the
fabricated or unfabricated parts, work in_ process, completed work,
supplies, and other material produced as a part of, or acquired in
respect of the performance of the work terminated by the Notice of
Termination; (ii) the completed or partially completed plans, drawings,
information, and other property which, if the contract had been com-

pleted, would be required to be furnished to the Purchaser;

- g. Use his best efforts to sell, in the manner, at the times, to
the extent, and at the price or prices directed or atuthorized by the

Purchasing Agency, any property of the types referred to in "f" above:

Provided, however, that the €ontractor (i) shall not be required to ex-
tend credit to any purchaser; and (ii) may acquire any such property

under the conditions prescribed by and at a price or prices approved by
the Purchasing Agent: and provided further; that the proceeds of any
such transfer or disposition shall be applied in reduction of any payments
to be made by the Purchaser to the Contractor under this contract or
shall otherwise be credited to the price or cost of the work covered by

this contract or paid in such other manner as the Prchasing Aqent may
direct;

~_h. Complete performance of such part of the work as shall not
have been terminated by the Notice of Termination; and

~ i. Take such action as may be necessary, or as the Purchasing
Agent may direct; for the protection and preservation of the property

related to this contract which is in the possession of the Contractor
and in which the Purchaser has or may acquire an interest.
The Contractor shall proceed immediately with the performance of

the above obligations notwithstanding any delay in determining or ad-
justing the amount of the fee, or any item of reimbursable cost; under:
this clause. At any time after ninety days after receipt of the notifi-

cation of termination, the Contractor may submit to the Purchasing Aaent

a list, certified as to quantity and quality, of any or all items of
termination inventory not previously disposed of , exclusive of items:

the disposition of which has been directed or authorized by the Purchasing
Agent; and may request the Purchaser to remove such items or enter into

a storage agreement covering them. Not later than fifteen days there-

after; the Purchaser will accept such items and_remove them or enter
into-a storage agreement covering the same: Provided; that the list
submitted shall be subject to verification by the Purchasing Agent upon
removal of the items or, if the items are stored; within forty-five days

from the date of submission of the 1ist, and any necessary adjustment
to correct the list as submitted shall be made prior to final settlement.
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3. After receipt of a Not1ce of Termination, the Contractor shall
submit tc the Purchasing Agent his termination claim in the form and with
the certification prescr1bed by the Purchasing Agent. Such claim shall
be submitted promptly but in no event later than 3 months from the
effective date of termination, unless one or more extensions in writing
are granted by the Purchas1ng Agent ‘upon request of the Contractor made

However, if the Purchas1ng Agent determines that the facts 3ust1fy
such action, he may receive and act upon any such termination claim

at any time after such 3 month period or any extension thereof. Upon
failure of the Contractor to submit his termination claim within the
time allowed, the Purchasing Agent may, subjéct to any review required
by the Purchaser's procedures in effect as of the date of execution of
this contract, determine, on the basis of information available to him,
the amount, if any, diue to the Contractor by reason of the termination
and shall thereupon pay to the Contractor the amount so determinad.

g, Subject to the provisions of paraqraph "3". and subject to
any review required by the Purchaser's procedures in effect as of the
date of execution of this contract, the Contractor and the Purchasing
Agent may agree upon the whole or any part of the amount or amounts to
be paid (including an allowance for the fee) to the Contractor by reason
of the total or partial termination of work pursuant to this clause.

The contract shall be amended accordingly, and the Contractor shall be

paid the agreed amount.

5. In the event of the failure of the Contractor and the Purchas1ng

Agent to agree in whole or in part, as provided in paragraph "4", a

to the amounts with respect to costs and fee,. or7§§7tgwthe7§m9ghtfgf the

fee, to be paid to the Contractor in connection with the termination

of work pursuant to this clause, the Purchasing Agent shall, subject to

any review required by the Purchaser's procedures in effect as of the

date of execution of this contract, determine, on the basis of infor-

mation available to him, the. ahount, if any, due to the Contractor by

reason of the termination and shall pay to the Contractor the amount

determined as follows:

a. 1If the settlement includes cost and fee--

(15 There sha]] be 1nc1uded there1n all costs and expenses

reimbursable in accordance with this cdntragtl7hot7pgey1gu§]y79g1d to

the Contractor for the performance of this contract prior to the
effective date of the Notice of Termination, and such of these costs

as may continue for a reasonable time thereafter with the approval of
or as directed by the Purchas1ng Agent: Provided however; that ‘the

paragraph "oe" above, which are proper]y chargeab]e to the terminated
portion of the contract;

208

11.4.35



settlement; including accounting, legal, clerical, and other expenses
reasonably necessary for the preparation of settlement claims and

(3) There shall be included therein reasonable costs of B
h

supporting data with respect to the terminated portion of the contract

and for the termination and settlement of subcontracts thereunder to-
gether with reasdnable storage, transportation, and other costs incurred
in connection with the protection or disposition of termination inventory:

Provided, however; that if the termination 1s for default of the Contractor
there shall not be included any amounts for the preparation of the Con-
tractor's settlement proposal; and

o ~ (4) There shall be included therein a portion of the fee pay-
able under the contract determined as follows:

(a) 1In the event of the termination of this contract

for the convenience of the Purchaser and not for the default of the

Contractor, there shall be paid a percentage of the fee equivalent to
the percentage of the completion of work contemplated by the contract,
but exclusive of subcontract effort included in subcontractors' termi-

nation claims, less fee payments previously made hereunder; or

(b) 1In the event of the termination of this contract

for the default of the Contractor, the total fee payable shall be such
proportionate part of the fee (or, 1f this contract calls for articles
of different types, or such part of the fee as is reasonably allocable
to the type of article under consideration) as the total number of

articles delivered to and accepted by the Purchaser bears to the total

number of articles of a like kind called for by this contract.

If the amount determined under this subparagraph "a" is less than

the total payment theretofore made to the Contractor, the Contractor

shall repay to the Purchaser the excess amount.

b. If the settlement includes only the fee, the amount thereof

will be determined in accordance with subparagraph "a (4)" above.

6. Costs claimed; agreed to, or determined pursuant to paragraphs
Uz, wgt. and “5% of this clause shall be in accordance with the stand-

ardized cost allocation and allowability principles prescribed for all
contracts under federal grant-in-aid programs in Bureau of the Budget
Circular No: A-87 in effect on the date of this contract.
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i ,3 EXHIBIT IV

DEFAULT

1. The Purchaser may, subject to the provisions of paragraph n3"
below, by written notice of default to the Contractor, terminate the
whole or any part of this contract in any one of the following circum-

stances:

a. If the Contractor fails to make de11very of the supplies or
to perform the services within the time specified herein or any extension

thereof; or

b. If the Contractor fa1]s to perform any of the other prov1s1ons
of this contract, or so fails to make progress as to endanger perform-
ance of cthis contract in accordance with its terms, and in either of

these two circumstances does not cure such failure within a period of

10 days (or such longer period as the Purchasing Agent may authorize in

writing) after receipt of notice from the Purchasing Agent specifying
such failure.

2. In the event the Purchaser terminates this contract in whole

or in part as provided in paragraph "1" of this clause,.the Purchaser

i may procure, upon such terms and in such manner as the Purchasing Agent

may deem appropriate; supplies or services similar to those so termi-

nated, and the Contractor shall be liable to the Purchaser for any.
excess costs for such similar supplies or services:  Provided; that

the Contractor shall continue the performance of this contract to the

extent not terminated under the prov1s1ons of this clause:

3. Except with respect to defaults of subcontractors, the

Contractor shall not be liable for any excess costs if the failure to
perform the contract-arises out of causes beyond the control and with-
out the fault or negligence of the Contractor. Such_causes may include
but are not restricted to, acts of God or of the public enemy, acts of
the Purchaser, acts of the Government in its sovereign capacity, fires,
floods, epidemics; quarantine documents, and other evidence bearing on

lating to the work terminated hereunder, or, to the extent. approved by
the Purchasing Agent, photographs; microphotographs; or other authentic

} 4; This prov1s1on is appropr1ate for inclusion in Firm Fixed
Pr1ce contracts as an advance agreement 1n the event a terminat1on for
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EXHIBIT V

PATENTS

If any discovery or. invention arises or is developed in the course
of or as a result of work performed under a contiract to an LEAA grantee
or subgrantee, the contractor_shall refer the discovery or invention to
LEAA through the Purchaser. The contractor agrees that determinations
of rights to inventions made under this contract shall be made by the
Administrator of Law Enfercement Assistance; or_his duly authorized
representative; who shall have the sole and exclusive powers to deter-
mine whether or not and where a patent application should be filed and
to determine the disposition of all rights in such inventions, including
title to and license rights under any patent application or patent which
may issue thereon. The determination of the Administrator, or his duly
authorized representative; shall be accepted as final. In addition, the
contractor hereby agrees and otherwise recognizes that the Purchaser,

and in turn the Federal Government, shall acquire at least an irrevocable

non-exclusive royalty-free license to practice and have practiced through-
out the world for governmental purposes any invention made in the course

of or under _this grant. The contractor shall include provisions approp-
priate to effectuate the purposes of this condition in all subcontracts.

COPYRIGHTS AND RIGHTS IN DATA

Where activities supported by this contract produce original —

computer programs, writing, sound recordings, pictorial reproductions,

drawings or other graphical representation and works of any similar.

nature (the term computer programs includes executable computer programs

and support data in any form), the Purchaser, and in turn, the Federal

Government have the right to use, duplicate and disclose, in whole or

in part, in any manner for any purpose whatsoever and have others do

so. If the material is copyrightable, the contractor may copyright

such with approval of the grantee, but the Purchaser and the Federal

Government reserve a royalty-free nonexclusive and irreversible license

to reproduce, publish and use such materials, in whole or in part;
and to authorize others to do so. The contractor shall include provi-
sions appropriate to effectuate the purposes of this condition in all
subcontracts.

NOTE: Copyrights in the grantee's own name may be appropriate in some
cases and thus should be considered:
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EXHIBIT. VI

EXAMINATION OF RECORDS

1. The contractor agrees that the Purchaser or any of his duly

authorized representatives shall have access to and the right to examine

audit, excerpt and transcribe any d1rect1y pert1nent books, documents,

to this contract: Such material must be retained for 3 years. The

retention time shall be calculated from the end of the contractor's

fiscal year in which the final entry was made in the records retained.

2. The. contractor agrees to keep a record of pertinent books,

doéuments, papers and records involving transactions relating to this

contract. Duplicate copies and intermediate data will be retained if

they contain significant information not found on the record copy.

The contractor agrees to keep financial and cost accounting data to in-

clude: accounts receivable invoices, transportation records, purchase

and transfer of material; cash ledgers; checks-for salaries, records of

accounts payable; labor distribution records and petty cash records.

The contractor shall keep pay administration records to include payroll

sheet and registers; tax witholding statements, time cards.and payroll

checks: The contractor also agrees to keep. Procurement and supply re-.

cords to include store requisitions for material, maintenance work orders

equipment use and status reports; expendable property records; purchase

orders and production records of qua11ty control and inspections:

3. The. contractor agrees that the Purchaser s right under th1s
provision will extend to the authorized representatives of the Comp-

tro]]er Genera] ~of the United_ States, the taw Enforcement Assistance

4. The comp11ance with this contract: prov1s1on does not relieve
the contractor from retaining any records that-may be required by other
Jaws or regu]at1ons for Federa], state or local government units:
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EXHIBIT VII ‘
SETTLEMENT OF CONTROVERSIES

 Authority of (Purchasing Agency) {Purchasing Agent): Prior to the

institution of any action in a court concerning any contract, claim or
controversy, the (Purchasing Agency) (Purchasing Agent) is authorized
to settle, compromise, pay or otherwise adjust the claim by or against,
or controversy With, a contractor relating to a contract entered into
by 1t or by another Purchasing Agency on its behalf, including a claim
or controversy initiated after award of a contract, based on breach of
contract, mistake, misrepresentation or other cause for contract modi-
fication or recision; but excluding any controversy involving penalties
or forfeitures prescribed by statute or regulation where another agency

js specifically authorized to settle or determine controversy.

COMMENTARY: The words “claims and "controversies" are meant to be broad

and all-encompassing. It is intended that they include the full:spectrum
of potential disagreements from single requests by a governmental au-
thority for a change or correction of contract documents to hotly

contested claims of breach:

‘It is essential that the Procuring Activity have authority to settle

all contract claims and controversies. This can avoid unnecessary &
litigation and often is essential for fair treatment of parties con- '

tracting with the State.

_ On the other hand; some safeguards are needed. The Committee.

recommends that where and as required; limitations upon the power to

settle without outside approval may be established by appropriate
regulation:

ACTION ON CONTRACT CLAIMS
~ This section applies to a claim by or controversy of the State
against a contractor or by or of a contractor against the State. If
such a claim or controversy is not resolved by mututal agreement, the
(Head of the-Purchasing Agency) (Purchasing Agent) or his designee
shall promptly issue a decision in writing. A copy of that decision
shall be mailed or otherwise furnished to the contractor, shall state
the reasons for the action taken and shall inform the contractor of
his right to judicial or administrative relief as provided in this
Article. The decision shall be final and conclusive unless fraudulent,
or unless the contractor appeals it pursuant to Section 9-404(1)
(Appeal and Review of Decision of Contract Appeals Board) or sues. .
pursuant to Section 9-301(1) (Waiver of Sovereign Immunity on Contracts).
If the (Head of the Purchasing Agency) (Purchasing Agent) does not issue
a written decision within 120 days after receipt of a claim, or within
such longer period as might be established by the parties to the
contract in writing, then the contractor may proceed as if an adverse
decision had been received.
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COMMENTARY: It is important that administrative action upon claims be
expeditious: It also must be recognized that there can be complicated
and negotiation, and that often claimants do not submit adequate docu-
mentation in support of their claims.
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EXHIBIT VIII

SPECIFICATIONS

SPECIFICATION: Paper, Toilet Tissue (Institutional and Industrial)
KENTUCKY STANDARD NO: 8540-1
1. SCOPE

1.1 This Spec1f1cat1on covers two (2) types of toilet tissue.
: Agencies are to supply Supplemental Data to this specification

as specified in 6.1

2. 2.1 This specification covers the following types:
Type I = Single=Ply Roll Tissue
Type II - 2 Ply Roll Tissue

3. REQUIREMENTS

3.1 Mater131 - The toilet tissue shall be made from clean. pulp;

shall be unglazed, soft, clean, non-abrasive, and of even

formulation; free from slivers, dirt breaks; wrinkles; holes,

and such other imperfections as would affect either appearance

or serviceability or both; shall be rectangular without ragged

or irregular edges; shall have a maximum of O percent ground-

wood fiber. Tissue shall be deemed safe for use in septic
tanks and must readily break-up in water when agitated. It

shall be the manufacturer's first-line product.

3.2 EhySJCalAChQ!aciesztJCS, Type 1

Type 1 - Paper; Toilet T1ssue, Fac1a] Gua11ty, SJngle-Ply Rol11,
White, Sheet Size 4%" x 4%", 1000 Sheets Per Roll; 96 Rolls
Per Ease; Individually Hfabpéd' Standard Eore:

Brl htness of Ea er - Shall beé a minimum of 68% (Test Method
Ing Federal Spec1f1cat1on UU-P556)

5y

ﬁﬂ\
Ty

11.4.42




3.2

3.3
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Physical Characteristics, Type I (Continued)

Basis Weight - Shall be a minimum of 11.0 1bs.

Single=Ply Perforation - Tissue roll shall be perforated at not

Tess than 4% inch nor more than 4-5/8 inch intervals and.
shall average not less than 4,500 inches per roll (1000 sheets

4% inches). MNo single roll shall be less than 4,375 inches in
length.

perforated at 4% inch intervals or 1,060 sheets perforated at

Physical Characteristics, Type 11

Type 11 = 2 Ply, Bleached, White; Sheet Size 4%" x 43",
500 Sheets Per Roll, 96 Rolls Per Case, Individually Wrapped
Standard Core.

Ro11 Construction - Roll tissue shall be evenly and tightly
wound on a stiff round paperboard core having-an inside

diameter of 1-3/8 to 1-3/4 inches, sufficiently rigid to prevent

collapse under ordinary conditions of transportation and usage.

Basis Weight - Shall be a minimum of 9.5 1bs.

2 Ply Perforation - Tissue roll shall be perforated at not less
than 4-3/8 nor more than 4-5/8 inch intervals and shall average
not less than 500 double-ply sheets per roll and no single roll

shall contain less than 488 sheets:

Brightness of Paper - Shall be a minimum of 68% (Test Method
T452, Federal Specification UU-P-556).

SAMPLING, INSPECTION AND TEST PROCEDURES

4.1

Sampling - A sample package shall be furnished for each type
asked for in the Invitation to Bid.

4.2 Inspection - Rs Required

4.3 Testing - Shall be performed by practical application.

PREPARATION FOR DELIVERY

5;:|

Packaging
5.1.1 Each individual package shall be firmly wrapped to
resist deformity in handlinrg.

5.1.2 Shall be packaged and packed according to the manu-
facturer's practice in a manner acceptable to common
carrier for safe transportation to destination as
specified.
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5.2 Marking - Unless otherwise specified, shipping containers shall
be marked with the name of the material, the size, type, and
quantity contained therein as defined by the contract or order
under which shipment is made, the number of the contract or -
purchase order.

5.3 tabeiing 2 Sh&'1 show product name and address of manufacturer.

6. NOTES
6.1 Supplemental Data - Requisitioning Agency shall specify the
following: B o o
Type and Quantity

6.2 Only established branded products that meet or exceed the
quality level of the approved brands listed herein shall be
considered for inclusion in this Acceptable Brands List.

6.3 Only registered manufacturer's brand names will be considered.
Private brands will not be considered.

6.4 Specifications - Additional copies of this specification may
be obtained by writing to the Standard and Specifications
Section, Division of Purchases, New Capitol Annex, Frankfort,
Kentucky #0601. -
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EXHIBIT IX
"MEMO FOR PROCUREMENT FILE - IFB 72-634"

___The award was made to M & B Co:, the lowest bidder of those found
to be responsive and responsible. Bids were received from the following

three contractors:

Ajacks Sales and Supplies
M & B Company
Atlantic Industries

: Ajacks Sales and Supplies submitted the lowest price bid but were
nonresponsive in that they could not meet_ the specified delivery schedule
for the first ten of the twelve units included in the invitation. The
urgency of the requirement was reconfirmed with the originating and
approving officials. A resulting delay of deliveries would cause a six-
month slippage in the overall program. The cost of such a delay would
far outweigh; by a factor of five; the possible advantage of recomputing
the procurement to a revised delivery schedule. Therefore, Ajacks Sales
and Supplieés were notified by the attached letter of rejection of their
bid, due to its not being responsive.

i The next lowest-bidder is Atlantic Industries who were found to
be nonresponsible. A pre-award survey, included in the procurement file,
revealed a history of poor technical performance in not being able to
meet specification requirements on equipment similar to that included
in_the procurement and of defaulting on three recent contracts. The _

defaults which have not yet been settled may force Atlantic Industries
into bankruptcy. Atlantic Industries was notified of their being ad-

judged as nonresponsible by a Tetter included in the procurement file.

‘The next Tlowest bidder is M & B Company. They have been found to be

responsive and responsible. Since their price was higher than the two_
competitors which were eliminated, a price analysis was conducted using

price quotations received by the states of Oregon and Utah for similar
equipment. The analysis is included in the procurement file. M & B

Company's price is adjudged to be fair and reasonable as a result of
the price analysis. Their bid is responsive and from the records on

file and a credit report, M & B Company is a responsible bidder."
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EXHIBIT X

JUSTIFICATION FOR A NEW NON-COMPETITIVE PROCUREMENT

“Procurement of maintenance parts and services for 12 off-the-road

vehicles of the Elite City police department_is proposed on_a sole source
basis from Elite City Chevrolet. The Elite City Chevrolet Company is

the only agency within a radius of fifty miles which stocks parts for

the GM four-wheel drive vehicles and can provide responsive routine.

and emergency maintenance and repair: The next closest agency is sixty=
four miles distant.

 Based upon an analysis of past experience; use of Elite City Chevrolet
services will permit approximately 15% more 'on patrol' time than use

of the agency sixty-four miles away. The wilderness area adjacent to

Elite City is currently under-patrolled according to the county's
planned actions to reduce crime: (The analysis and the county plan are

available for review, if required.)

preliminary discussions with the owner of Elite City Chevrolet

resulted in his offering to furnish all parts at the same price as they

would be furnished to other repair agencies and that emergency repairs

would be given priority in his facility. The contemplated contract B
covers a period of one year with an option for one additional year. A -

time and materials type contract is contemplated with a _total value
including the option of approximately eight thousand dollars. If there_ .

is another agency in the area established within_the year the option will

not be exercised and a competitive procurement will be made."
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‘ EXHIBIT XI
JUSTIFICATION FOR TYPE OF CONTRACT

_ The procurement for fifty transceivers for the city's new police
cars is _contemplated to be by a formal advertised procurement resu1t1ng

in a firm fixed-price contract.. The transceivers will be bought us1ng

the same performance specifications which previously have been used in
cities A; B, and € and which resulted in a receipt of several responsive

and responsible bids.
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EXHIBIT XII
EQUAL OPPORTUNITY

. During the performance of this contract; the Contractor agrees as
follows:

1. The Contractor will not discriminate against any employee or
applicant for employment because of race, age, religion, color; sex, or

national origin. The Contractor will take affirmative action to ensure

that applicants are employed, and that employees are treated during em-
ployment, without regard to their race, religion, color, age; sex, or:

national origin. Such action shall include; but not be limited to, the
following: employment, upgrading, demotion or transfer; recruitment

or recruitment advertising; layoff or termination; rates of pay or other
forms of compensation; and selection for training; including apprentice-

ship. ~The Contractor agrees to post in conspicuous places notices. to be
provided by the Purchasing Agent setting forth the provisions of this
Equal Opportunity clause. '

2. The Contractor will in all solicitations or advertisements

for empioyees placed by or on behalf of the Contractor, state that all
qualified applicants will receive consideration for employment without

regard to race, age, religion, color, sex or national origin:

3. The Contractor will send to each labor union or representative

of workers with which he has a collective bargaining agreement or other

contract or understanding; a notice; to be provided by the Purchasing

Agent, advising the labor union or workers' representative of the Con-

tractor's commitments under this Equal Opportunity clause, and shall

post copies of the notice in conspicuous places available to employees

and applicants for employment.

4. The Contractor will comply with all provisions of Executive

Order No:. 11246 of September 24; 1965, and of the rules, regulations,

and relevant orders of the Secretary of Labor.

5.  The Contractor will furnish all information and reports re-

quired by Executive Order No. 11246 of September 24, 1965, and by the

rules, reguiations, and orders of the Secretary of Labor, or pursuant

thereto, and will permit access to his books, records, and accounts by

the Purchaser and the Secretary of Labor for purposes of investigation

to ascertain compliance with such rules, regulations, and orders.
~ a. Copy of Eontractor SF-100 (Form EEQ-1). If the Contractor
has 100 or more employees, or if the Contractor has filed Standard_
Form 100 with the Joint Reporting Committee of the Equal Employment
Opportunities Eommission, the Contractor shall furnish to the Purchasing
Agent with 14 days after award of this contract a copy of the SF-100_

most recently filed with the Committee. (This paragraph "a" does not

apply where such SF-100 has previously been furnished to the Purchaser
or his representative.)
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4 b: Copy of Subcontractor SF 100 {Form EE0=1). The Contractor

i §ba1], promptTy after award of subcontracts at all tiers, furnish to
the Purchasing Agent a_copy of SF-100 of all subcontractors whose Sub-
contracts exceed $10, OGB -and_who have 100 or more employees or who have

0pportun1t1es GomM1SS1on, and the Contractor shall include a provision
in his subcontracts to effectuate this requirement.

6: In the event of the Contractor's non- comp11ance with the
Equal Opportunity clause of this contract or with any of the said rules,
regu]at1ons, or orders, this contract may be canceled, terminated, or
suspended, in whole or in part, and the Contractor may be declared ]
ineligible for further state _and local government contracts under grants
from the Federal Government _in accordance with_procedures authorized in
Executive Order No. 11246 of _September 24, 1965; and such other sanctions
may be imposed and remedies invoked as provided in Executive Order No.
11246, .or by rule, regulation or order of the Secretary of Labor; or as
otherwise provided by law.

7. The Contractor W1]1 1nc1ude the prOV1s1ons of paragraphs "1"
rules,. regu]at1ons or orders of the Secretary of Labor issued pursuant
to Section 204 of Executive Order No. 11246 of September 24, 1965, so
that_such provisions will bé binding upon éach subcontractor or vendor.
The Contractor will take such action with respect to any subcontract or

- purchase order as the Purchaser may direct as a means of enforcing such

‘ prov1s1ons, including sanctions for noncompliance;_ ,Pxoﬂded however,
that in the event the Contractor becomes involved in, or is threatened
with, 1itigation with a subcontractor or vendor as a result of such
direction by the Purchaser, the Contractor may request the United States
to enter into such litigation to protect the interests of the United

States.
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EXHIBIT XIII
CLEAN AIR ACT

____The contractor and all subcontractors under this contract shall be
subject to the provisions of the Clean Air Act, 42:U.S.C. 1857 et. seg.,
as amended by P. L. 19-604; and Executive Order 11602.
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GLOSSARY

Acquisition program--Acquiring of materials by purchases; should encompass
planning and scheduling, designing Invitations for Bids, soliciting
bids, receiving, opening, and evaluating bids, making awards, ex-

Alternate bid--A bid submitted in knowing variance from the specifications.
Such a bid is only acceptable when the variance iS deemed to be im-
material.

Award--The presentation of a purchase agreement or contract to a bidder;
the acceptance of a bid or proposal.

Bid--The instrument by which a suppliér presents item specifications
and prices for a buyer.
Bid and award process-The process of seeking out a product and buying it.

Bid-award file--A file that is divided into commodity and item sections
each of which contains listings of who was solicited for individual
bids, what each response was, and other information. The bid-award
file is used to compare past bids for award patterns that might
reveal collusive agreements or to make other comparisons of data.

Bid bond--An insurance agreement in which a third party agrees to be
liable to pay a certain amount of money in the event that a specific

bidder, if his bid is accepted, fails to sign the contract as bid:

Bid deposit--A éuﬁ of money or check; deposited with and at the request .

of the government, in order to guarantee that the bidder (depositor)
will, if selected, sign the contract as bid. If the bidder does not
sign the contract, he forfeits the amount of the deposit.

Bidders 1ist--A 1ist maintained by the purchasing authority setting out
the names and addresses of suppliers of various goods and services

from whom bids, proposals, and quotations can be solicited.

Brand name specification--A specification that cites a brand name, mode]

number, or some other designation that identifies a specific product
as an example of the quality level desired:
deééffééﬁézzIﬁf@?@éiiéﬁf@éﬁiéiﬁé&riﬁ756 annual budget submitted by using

agencies and approved by management:

Central purchasing authority--The administrative unit in a centralized

purchasing system with the authority, responsibility, and econtrol of

224
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Collusion--A Sééiét,agieéméht or cooperation bétween two or more persons 6

to accomplish a fraudulent, deceitful, or unlawful purpose.

Commodity--An article of trade, a moveable article of value, something that
is bought or sold; any moveable or tangible thing that is produced or
used as the subject of barter of sale.

Commodity classification groupings--Groupings, each representing a particular
function with which a group of products is commonly associated.

Competitive bidding--The offer of prices by individuals or firms competing
for a contract, privilege,; or right to supply specified services or
merchandise.

Competitive negotiation--A téchnique for purchasing goods and services,
usually of a technical natiure, whereby qualified suppliers are _
solicited, negotiations are carried on with each bidder, and the
best offer {in terms of performance, quality of items, price, etc.)

as judged against proposal evaluation criteria, is accepted; negotiated
award.

Conditions of sale--A statement containing conditions of items and list
of known defects for something to be sold; makes clear that '

responsibility for inspection rests upon buyer:

Cost-savings analysis--The process of evaluating the difference between
spot purchasing and volume buying.

Design specifications--A purchase specification delineating the essential

characteristics that an item bid must possess to be considered for
award and so detailed as to describe how the product is to be manu-
factured.

Disposition--Acting to remove from the premises and control of a using
agency goods that are surplus or scrap. Bisposition can be accom-

plished by transferring, selling, or destroying the goods.

Emergency purchase--A purchase made without following the normal purchasing

procedure in order to obtain goods or services quickly to meet an
emergency. .

Emolument--The returns arising from office or employment usually in the

form of compensation:

Erroneous bid--A miscalculation in composing a bid resulting in an in-.

correct price or other term which may affect the bidder's eligibility

to be awarded the contract.

Expedite--To hasten or to assure delivery of goods purchased in accordance
with a time schedule; usually by contact by the purchaser with the
vendor:

Fixed price contract--A contract which provides for a firm price under

which the contractor bears the full responsibility for profit or loss.
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Group classification system--A system whereby supplies are grouped with

stock numbers assigned to each group and to each item.

Informal bid=-An unsealed competitive offer conveyed by letter, telegram,
telephone, or other means.

Invitation for Bids--A request, verbal or written; which is made to
prospective suppliers requesting the submission of a bid on commodities
or services.

Kickbacks--Acts of giving or accepting something of value to influence the
award of a contract.

Late bid or proposal--A bid or proposal which is received at the place
designated in the Invitation for Bids-after the hour established by

the invitation as the time by which all bids or proposals must be
received:
Letter of complaint--Written procedure for serving complaints against

suppliers.

Line item--A procurement item specified in the Invitation for Bids for
which the bidder is asked to give individual pricing information and
which; under the terms of thé invitation, is usually susceptible to
a separate contract award.

Lines of authority--In purchasing, the procedure,farfreyiewjng”éﬁﬁféyéj
of Invitations for Bids within an agency-established through state
and/or local statutes.

List price--The published price for an item that a vendor uses for in-
forming customers and potential customers.

Malfeasance--Misconduct by a public official.

Management information system--Reporting system showing items and
quantities bought in the past.

Market -information files--The files on supply sources:
On-hand inventory--Supplies in stock.

Performance specifications--A specification setting out performance re-

quirements that have been determined to be necessary for the item
involved to perform and last as required.

Prequalification of bidders--The screening of potential vendors in which
a government considers such factors as financial capability,
reputation, management, etc.; in order to develop a 1ist of bidders

qualified to bid on government contracts:

praéuféﬁéﬁifftﬁefﬁfaéégg 6?,65taihiﬁg goods or services; including all

activities from the preparation and processing of a requisition;
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throtgh receipt and approval of the final invoice for payments.
The acts of preparing specifications, making the purchase, and
administering the contract are involved.

Purchase order--A purchaser's document used to formalize a purchase
transaction with a vendor. A purchase order, when given to a vendor,
should contain statements as to theé quantity, description, and )
price of the goods or services ordered; agreed terms as _to payment,
discounts, date of performance, transportation terms and all other
agreements pertinent to the purchase and its execution by the vendor.
Acceptance of a purchase order constitutes a contract.

Purchasing agent--An administrator whose job includes soliciting bids
for purchases and making awards of purchase contracts; buyer.

Purchasing official-=The administrative official who most directly over-
sees the activities of purchasing agents and those other aspects of
property management that are joined as separate or subordinate
sections under individual administrative control.

Purchasing manual=--A formal collection of instructions relative to
procedures to be followed by all parties when making use of

or dealing with the purchasing department in procurement actions:

set standards of business competence, reputation, financial ability,

and product quality for placement on the bidders 1ist:

Qualified bidder=-A bidder determined by the government to meet minimum

Regional bidding--A bidding process whereby deliveries are made to widely

scattered points or the requirements are of a local nature. In

sich a process, the bidders 1ist is divided into needing geographic
regions.
Request for proposal(RFP)--A request for a bid on commodities-or services

which is made to prospective buyers in competitive negotiation.

Rotational bidding--Invitations to bidders which are sent out on a

rotational basis; each bidder gets a bid over a period of time.

Scheduled buying--A purchase for which a bid opening date is pre-

scheduled so that using agencies' requirements for the period
covered by the contract can be gathered and combined for the

Invitation for Bids:

Sealed bid--A bid which has been submitted in a sealed envelope to prevent
dissemination of its contents before the deadline for the submission
of all bids; usually required by the purchasing authority on major
procurements to ensure fair competition among bidders.

Single-source procurement--An-award for a commodity which can only be .
purchased from one supplier, usually because of its technological,

specialized, or unique character.

22
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Spot purchase--A one-time purchase made in the open market out of
necessity or to take advantage of a bargain price:

Standard application form--A form that includes financial standing and
responsibilities, facilities for production, distribution and .
service, and length of time successfully in business; used to pre-
qualify bidders.

jzation process to be used for all or most purchases of the item
involved.

Standard specification--A specification established through a standard-

Stock bin card--Card attached to bin which includes columns for receipts;

surplus property--Inventory not required by one using agency or any using

agencies at the present time or in the foreseeable future.

Tabulation of bids--The recording of bids and bidding data that was
submitted in response to a specific invitation for the purpose

of comparison, analysis, and record-keeping:

Term contracting--A technique in which a source or sources of supply are

established for a specified period of time, usually characterized
by an estimated or definite minimum quantity, with the possibility

of additional requirements beyond the minimum, all at a predetermined
unit price.

means of the physical and chemical properties of items or compounds
thereof; requiring not so much the element of personal judgement

as the application of recognized and established scientific
principles and procedures. ' i

Testing--A phase of inspection involving the determination by technical

Using agency--A unit of government that requisitions items through
central purchasing:

Vendor buying--Purchasing in large quantities in order to reduce the

price per unit; volume purchasing.

Want 1ist--A 1ist of what items using agencies need but cannot afford
within their own budget.

Warehousing--The process whereby repetitive use and surplus items are
received, stored, and disbursed from a central geographic location.
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ON-SITE ASSESSMENT TEAMS

Richard T. lLaBrecque; Ph.D. Hs. Betty Bingham

Associate Professor . Director; Louisville-defferson County
University of_Kentucky Purchasing Department

3555 Olympia Road. 306 Fiscal Court Building

Lexington, Kentucky 40502 touisville, Kentucky 40203

OTHER REVIEWERS

Mr. Homer A. Foester, Executive Director

State Board of Control

Lyndon Baines Johnson State Office Building

Austin, Texas 78711 o

Mr. Don Borut

Director of Management Development Center
International City Management Association
1140 Connecticut Avenue, N.W.

Washington, D. C. 20036

Mr. Harold Holtz, Administrator

Institute of Government.

Governmental Training Division

Georgia Center-University of Georgia
Athens, Georgia 30601

Mr. Aaron Shepherd, CPPO, CPO, CPM
610 Banner Avenue

Winston Salem, North Carolina 27017

Dr. Yair Riback

Manager of Research and Eva]uat1on Branch

Department for Human Resources

275 East Main Street

Frankfort; Kentucky 40601

Mr: Bob Dalton
General Services Director N

Henderson Municipal Bu11d1ng
First and Elm
Henderson, Kentucky 42420
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‘ Mr. Richard Beam, Executive Director
National Purchasing Institute
P. 0. Box 20549
Houston, Texas 77025
National Institute of Governmental Purchasing; Inc.
1001 -Eonnecticut Avenue -
Washington, D. C. 20036

Mr. Don Beatty; Executive Director
Municipal Finance Officers Association
1313 East _60th Street _

Chicago, I11inois 60637

Reviews and technical assistance were also obtained from the following
Department for Local Government staff:

Ms. Margaret Lebus, Assistant Director

Division for Local Affairs

Mr. Elvis L. Simmons

Chief Executive Officer

- Mr. Ken Goldsmith
‘ Local Government Advisor on Purchasing

Mr. Drex R. Davis, Jr.
Training Officer
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Ms. Patricia P. Greer, M. Ed.
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Ms. Barbara Lovan, B.S.

Technical Writer

Ms. Sally J. Hamilton; Ph:D:

Technical Writer

Mr. Stanley A. Stratford, J.D:

Content Specialist

Special credit goes to the following Department for Local Government staff:

Ms. Wanda Spaeth
Secretary

Ms. Ethel McCray
Secretary

Ms. Mary Jean Atchison
Secretary
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ADVISORY MANUAL
POST TEST

 The attached questions directly relate to the information contained

in the Advisory Manual you have just completed. Please answer each

question to the best of your ability by checking the correct answer:

You can check your answers with the answer sheet in the Appendix.
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ADVISORY EVALUATION QUESTIONS

1. Check which of the following items are most often required in

procurement contracts: (Check 5)

77747T1me of payment
B1d bond -

444Use of patents

~ Documentation required

—____Termination of contract

T___Damages on default

2. Check which of the following items are general]y 1nc1uded in the
statement of work for a procurement contract. {Check 4)

—beééi?iééiibn of the tasks; mater1als and/or services to be
procured

—__Method of payment

—___ Delivery schedule

AAAAAStatement of method used in contractor selection

~ " List of appropriate contract sources

AgﬁggQuant1t1es to be prov1ded

3. Check which of the follow1ng statements you believe is more

applicable to a Statement of Work.

A clear, cemprehens1ve, comp]ete, and legally correct statement
of the results to be achieved by contractors ensures that the

objectives are attained.
Man-hour estimates for each task by discipline and skill levels,
coupled with prevailing labor rates, other direct costs that

are believed to be necessary,; 1nd1rect costs and fees may be
applied to derive an aggregate estimated total contract cost.

4. Check the following fypes of contracts which are applicable to
===~ -~ ~procurement: = (Check 4)

Fixed pr1ce contract

Cost reimbursement contract
Time and materials and labor-hour contract

Indefinite delivery contract
Letter contract

———
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Check the fonms of contract most often used in procurement: (Check 3)

—Purchase order
— Fixed price

Aggggletter contract

_____a. Non- compet1t1ve,negot1at1ons
-~ b: Political affiliation
_c. Geographic location
d:  Advertisement-sealed bids

—_e. Competitive negotiations

Which of the methods listed in Question 6

0bta1ns the lowest price?

______Obtains the fastest service?

____1s the easiest to defend if challenged?

Ind1cate who has the respons1b111ty for each of the f0110w1ng tasks:

the attorney (A), the purchasing agent (P), or the manager (M).

Drafting procurement contract clauses

Writing specifications =
Making final approval on contract awards

Choosing the contract form
Establishing and maintaining a bidders 1list

Arrange the f0110w1ng steps of selecting a contractor in the order

effective.

Prepare a statement of work
Determine kind of_ spec1f1cat1ons to be used
Draft invitation to bid
Ascertain the dollar amount of the contract
_Place advertisement in newspaper
Award contract
———Open bids
Prepare contract
Execute contract
Receive bid bond
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10. Check éﬁé actions hécéssaryft67§§E551i3h;a local centralized

purchasing agency between a county and the major city in the county.
(Check 2)

__ Insure enabling state legislation

—— Execute an interlocal agreement

~ ©btain approval by a state official

— Have both the city and county enact an ordinance

~_ Employ a director
11. Check the dollar amount youﬁbeliéié”ﬁﬁrbé the most appropriate
threshold below which small purchases procedures apply.

) None
~____ %500 __
- $2,500
- $5,000
— $10,000

12. Which of the following items require documentation when competitive
negotiation is used? (Check 4)

Adequacy of competition

Reasonableness of cost

|

Responsibleness of contractors

|

Need for patented equipment
Memorandum of negotiations

|

|

|

Existence of emergency

13. Which is the,mééﬁféffééﬁiVé and appropriate method for resolving

disputes between the contractor and the procuring authority?

Court of law_

special court for precurement contracts

T Commercial arbitration S S
Decision by purchasing agent with review by court

Special Arbitration Tribunal

14. In your opinion, local procurement activities would benefit most
from: (arrange in descending order of benefit)

A uniform procurement code adopted by all states

A model code which states and localities within any state
could use selectively :

No state restriction or requirements on localities

Present state and local law
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ANSWERS TO
ADVISORY EVALUATION QUESTIONS

1. Check which of the following items aré most often required in

procurement contracts: (€heck 5)

¢~ _Time of payment
7 Bid bond -
— Bidding requirements
;§§”§f patents )
~ " Documentation required
i Termination of contract
~ i/Damages on default

2. Check which of the following items are generally included in the
statement of work for a procurement contract. (Check 4)
./ Specification of the tasks, materials and/or services to be
procured _ )
. Method of payment
/ Delivery schedule . S
Statement of method used in contractor selection
_List of appropriate contract sources
v Quantities to be provided
v Checkpoints for accomplishment

3.  Check which of the following statements you believe is more
applicable to a Statement of York.
0//%”Ciéér, comprehensive; complete, and legally correct statement
of the results to be achieved by contractors ensures that the
objectives are attained.
. - - Lo L __l_llailool ::,,,, et e mm  w__ . o _
_____Mahzhour,égtimgtggffgr;each"§a§k,py discipline and skill levels,
coupled with prevailing labor rates, other direct costs that
are believed to be necessary, indirect costs and fees may be

applied to derive an aggregate estimated total contract cost.
— 4. Check the following types of contracts which are applicable to
procurement. (Check 4)

_/ Fixed price contract.
7~ Cost reimbursement contract

- " Time and materials and labor-hour contract
. —_Indefinite delivery contract
——letter contract
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8.

most

Check the foams of contract most often used in procurement. (Check 3)

::igi?ﬁréﬁé§é 6raér
44444F1xed price

etter contract

efinitive or expressed contract

Check the most common methods of selecting contractors. (Check 3)

Eg’a; Non- ééhbét1§jyé negotiations

____b: Political affiliation

_c¢. Geographic location

o d. Advertisement-sealed bids
- Eompet1t1ve negot1at1ons
Which of the methods 11sted in Quest1on 6

fJ;,ADbta1ns the lowest pr1ce?
—e_ Obtains the fastest serV1ce? ,

Indicate who has the respon51b111ty for eaeh of the fOIIOW1ng tasks:

the attorney (A), the purchasing agent (P)— or the manager (M).

N Braft1ng procurement contract clauses

p MWriting specifications

M__Making final approval on contract awards
Choosing: the contract form

p Estab11sh1ng and maintaining a bidders 1ist

Arrange the fo]1OW1ng steps of select1ng a contractor in the order
effective:

2 Prepare a statement of work

1 Determine kind of speC1f1cat1ons to be used
4 Draft_invitation to bid

3 Ascertain the dollar amount of the contract
5 Place advertisement in newspaper

i Award contract

6 Open bids

8 Prepare contract

9 Execute contract

10__ Receive bid bond
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10. Check the actions necessary to establish a local centralized

1 (
purchasing agency between a county and the major city in the county.
%Check 2)

Insure enabling state legislation

i~ Execute an interlocal agreement

___Obtain approval by a state official

—_4~ Have both the city and county enact an ordinance

,,,,, Employ a director

11. Check the dollar amount you believe to be the most appropriate

threshold below which small purchases procedures apply.

—None
____,%569””
o~ $2,500
$5,000
$10,000

12. Which of the following items require documentation when competitive
negotiation is used? (Check 4)

v~ Adequacy of competition
.~ Reasonableness of cost
.~ Responsibleness of contractors
“Need for patented equipment
— 22 Memorandum of negotiations
Existence of emergency

13. Which is the most effective and appropriate method for_resolving
disputes between the contractor and the procuring authority?
Court of law , } }
Special court for procurement contracts
Comimercial arbitration o } }
i~ Decision by purchasing agent with réview by court
Special Arbitration Tribunal

14. In your opinion, local procurement activities would benefit most
from: (arrange in descending order of benefit)

1A uniform procurement code adopted by all states

2 A model code which states and localities within any state
. could use selectively =
4  No state restriction or requirements on localities

3 . Present state and local law
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